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HONGKONG’S CONSTITUTIONAL PROGRESS 


Constitutional changes involving, as 
a first step, the establishment of a 
Municipal Council and the creation of 
an Unofficial majority in Legislative 
Council have been approved by the 
Secretary of State for the Colonies 
when an announcement to that effect 
Was made in Parliament last July 23. 
At that time we wrote in this Review 
of July 23: “The Municipal Council is 
now in principle a fait accompli. It is 
now for the residents to accept the res- 
ponsibility and for all good men and 
true of all nationalities to acquit them- 
selvés' worthily in their new  obliga- 
tions and to forge from their interna- 
tional elements an instrument of self 
government which will be a model to 
their neighbours and a warrant for the 
future prosperity of this great port.” 


Intensive legal and administrative 
work has meanwhile continued which 
has laid the groundwork for the consti- 
tutional changes soon to come _ into 
force. The problems inherent in the 
communal diversity of Hongkong were 
indicated in the same leading article 
of this Review of last July as follows: 
“The unifying policy of the Common- 
wealth and its economic and social de- 
velopment have: brought not only the 
need for imperial guidance but also in 
some degree the sanctions for their 
acceptance. The anxiety in accepting 
this policy in full in the establishment 
of a Municipality lay in the realisation 
that to make it a success it was vitally 
necessary to adapt to local conditions 
the political and social forms of ad- 
ministration that were essentially the 
products of the, West. Hongkong is in 
a different category from the British 
Colonies of East and West Africa. It 
is adjacent to China and is predomin- 
antly peopled by Chinese who have an 
ancient tradition of their own and 
whose development towards democracy 
in their own country is certainly not 
on Western lines.” 


A clearer understanding and appre- 
ciation of the principles of British Col- 
onial Policy in its endeavour to im- 
prove all peoples’ well-being and lead 
towards self-management of their own 
affairs may be obtained from a short 
survey of its workings. 


Shaping of Colonial Policy 


What exactly is the meaning of the 
phrase “British Colonial Policy”? Who 
devises “policy”? What part, if any, 
does the individual] British citizen play 


in shaping it, and who puts it into 
operation? 
Colonial, like foreign or domestic, 


policy is an agreed line of day-to-day 
action directed towards the attainment 
of certain long-term objectives. If 
policy is based on fundamental princi- 
ples of a positive kind, it is likely to 
be constructive and consistent: if not, 
it will b2 opportunist and hand-to- 
mouth. Colonial policy is closely re- 
lated to what 7s called foreign policy, 
and in ‘modern times there is a healthy 
trend towards removing both from the 
arena of party politics. In colonial 
affairs the Secretary. of State of the 
day and his Cabinet, colleagues (who 
are, of course, collectively responsible to 
Parliament for colonial matters, as they 
are for everything they do) wmherit a 
bedy of positive principles which dur- 
ing the past sixty years or so have 
beer interpreted and applied on a 
steadily broadening basis. 


The constructive vigour which a@ 
Coicnial Secretary is able to impart to 
the handling of colonial problems de- 
pends to a very large extent on indivi- 
dual members of the House of, Com- 
mons. Keen debates in a_ well-filled 
House support and stimulate legislative 
and administrative action. Members 
for the most part attend debates on 
matters which they know their consti- 
tuents are interested in and ‘about which 
they are likely to be questioned when 
they pay their next visit to the con- 
stituency. The reverse process applies. 
Burdened as they are with increasing 
pressure of work in the committee 
rooms and elsewhere, members tend to 
“cut” debates on questions which are 
not immediately within the range of 
public interest, 


It is therefore no mere legalistic 
phrasing to say that the electorate is 
responsible for what is done (or not 
done) in the Dependent Empire over- 
seas. The necessary driving power can 


only come from them. Its support and 
stimulation is felt (or not felt)— 
through Parliament, Cabinet and 
Colonial Office—by the Colonial Gov- 


ernment and its representatives, 


Economic Importance of Colonies 


It is obvious that colonies have a 
value as fields for investment and that 
it is an advantage for the investor to 
be able to operate in a field in which 
his own Government has the political 
control. It is none the less true that 
with few exceptions British capital has 
shunned the modern Colonial Empire in 
favour of more lucrative investments in 
foreign countries. It was estimated in 
1938 that the total listed investment 
(from all sources, British and foreign) 
in the British colonies amounted to 
£172 millions in public loans and £209 

millions in private enterprises. In the 
same year the total British overseas 
investment. was estimated at £2,592 
millions. It is not possible to deter- 
mine with any accuracy the ratio of 
British investment to foreign in the 
colonies, but im many territories the 
amount of foreign capital invested is 
kiown to be substantial, In any case, it ts 
clear from these figures that the amount 
of British capital invested in the colonies 
is a small proportion of total overseas 
investment. Of the pubBé loans raised 
by Colonial Governments some three- 
fourths has been devoted to railway, and 
port developments. and the Colonies 
have had the benefit of rates of interest 
only slightly higher than internal United 
Kingdom loans and much lower than 
the rates generally prevailing, for exam- 
ple, in Latin America. 


Development of Colonies 


The need of the Colonial Empire is 
not less capital but more; and if the 
private investor cannot be attracted. 
progress can only be maintained and 
accelerated by state capital furnished 
from the British Exchequer. The mar- 
riage of Western capital and commer- 
cial orgamisatipn ‘with colonial man- 
power and natural resources can raise 
the standard of life and culture all 
round, provided that the operation of 
private enterprise is carefully controlled. 


The British nation to-day is struggling 
with two revolutionary problems con- 
cerning the functions of the state in 
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relation to the individuai, one domestic 
and the other imperial. There is no 
question that notable headway is being 
made in each; and it is equally true 
that the progress achieved is due to 
the fact that the British were able to 
draw upon a reservoir of past ex- 
perience. 

The origin of the British conception 
of trusteeship in relation to native 
peoples is usually traced to Burke’s 
speech on the India Bill in 1785 and 
it is certainly the case that many 
speeches in that long and acrimonious 
debate explicitly recognised that Britain 
was under a moral obligation to safe- 
guurd the welfare of the people of 
India. It may be seen much earlier 
among the Quakers in their dealings 
with the Red Indians and with negro 
slaves, and they were the pioneers of 
a dynamic humanitarianism which 
secured the abolition of the British 
slave trade in 1807 and the emancipa- 
tion of all British slaves in 1833. Re- 
inforced by a growing interest in 
Christian missionary effort, this move- 
ment led the nation as a whole to 
accept a new standard of conduct to- 
wards subject peoples. 


Progressive Self-Management 
Social Reforms 


By assuming responsibility for the 
péoples in the Colonies the British Gov- 
ernment (and therefore the British 
electorate) were confronted with the 
problem of how these people could best 
be governed. The agreed answer—-in 
the ancient tradition of the British 
Empire—was: As far as possible by a 
progressive self-nanagement of their 
ow affairs, In advanced communities 
the result has been the emergence of 
parliamentary institutions vested with 
varying degrees of self-deternmination 
according to the capacity, resources and 
political experience of the people. 

Britain has been called upon to deal 
with the colossal and yet delicate prob- 
lems occasioned by the impact of 
Western industrialism upon the people 
under her care, No informed person 
would be disposed to deny that this 
impact of a highly organised manufac- 
turing and commercial system has 
created dislocations and in some cases 
hardships. Both at home and in the 
Dependent Empire it is the state alone 
which can effect the necessary adjust- 
ments and safeguards. When Lugard 
enunciated the principle of the ‘Dual 
Mandate”, he was giving an economic 
application to the humanitarian doctrine 
of trusteeship. His doctrine, which de- 
fined and amplified official policy, laid 
it down that Britain accepted it as a 
duty to exploil the natural resources of 
a dependent territory in such a way 
that the native population was _ the 
primary beneficiary and also that the 
resulting benefits were open to the 
world at iarge. The second part of this 
proposition. entails equality of oppor- 
tunity for foreign capital and enterprise 
with the British and also access to 
colonial products on the open market. 
Since the abandonment of Mercantilism 
for Free Trade in the 1840's, Britain has 
never attempted to set up or maintain 
a buying and selling or an investment 
monopoly. 


and 


THE FUTURE OF THE UNIVERSITY 
OF HONGKONG 


At an address to the Court of the 
University of Hongkong on April 7, 
the Governor of the Colony, H.E. Sir 
Alexander W. G. H. Grantham, put- 
lined the importance of Hongkong 
University in the modern world and 
sketched its tasks ahead. After re- 
viewing the losses sustained and 
achievements recorded by the Univer- 
sity staff and undergraduates during 
the years of war, H.E. the Governor 
continued as follows: — 


s s * s 


Except for the memory of what it 
had achieved between 1912 and 1941, 
the University virtually is back again 
where it was about the year 1916. We 
are in process of repairing buildings, 
accumulating equipment and searching 
for staff. At first the prospect was 
appalling, but since 1946 enough has 
been achieved to justify the holding of 
this meeting, which is the public as- 
sertion both of the University’s cer- 
tainty that it has a great part to play 
in the rehabilitation of Hong Kong 
and South China, and of the willing 
acceptance of this faith by the Gov- 
errment and the people of Hong Kong. 
This is perhaps a fitting occasion to 
recall what was in the minds of the 
men who founded the University in 
1911. The purposes of the University 
were Cefined in the Ordinance of 30th 
March, 1911, as “the promotion of 
Arts, Science and Learning, the provi- 
sion of higher education, the conferring 
cfi degrees, the development and forma- 
tion, of the character of students of 
all races, nationalities and creeds, and 
the maintenance of good understanding 
with the neighbouring country of 
China.” 


A Committee, set up by the Secre- 
tary of State to consider what should 
be the future of the Unviersity of 
Hong Kong, was satisfied that in its 


Whether or not the British fulfil the 
first part of this mandate can be 
examined by applying the following 
tests. Does a proper proportion of the 
profits gained by British and other 
external enterprises remain in the ter- 
ritory for use in improving the standard 
of living? Is native labour adequately 
protected as regards remuneration and 
conditions of work? 

Until recent years the answer to the 
former question was in many cases, No; 
but almos¢ ali colonial governments (at 


‘the instance of the Colonial Office) 


have new imposed a local income tax. 


‘As to wages and labour conditions, the 


excouragement and guidance given to 
trade unions, the establishment of 
labour inspectorates, and the elaborate 
labour regulations enforced by colonial 
governments afford impressive evidence 
tha! the hardly-won experience of in- 
dustrialisation problems at home is 
being effectively exported for the bene- 
fit of colonial peoples. 


undergraduate teaching and examining 
the University of Hong Kong had suc- 
cessfully maintained British standards, 
but that it had never been in a posi- 
tion to do what ought to have been 
done in fresearch. In the future, as 
the Committee said, the University 
will have to face comparison with 
Chinese Universities that sooner or 
later wili begin to move ahead with 
the assurance of their early days. 
The Committee concluded that the 
importance ‘of Hong Kong on the 
thresh-hold of China required that it 
should have a genuine University, that 
the substitution of merely local 
technological institutions for the train- 
ing cf medical nien, engineering over- 
seers. teachers and clerks would in- 
volve the loss of a prestige hardly won 
by 30 years work, and that even a 
University such as existed in 1940 was 
not enough: that it should be realized 
that anything less than an institution, 
comparable in the quality of its under- 
graduate teaching and in its provision 
for the pursuit of new knowledge with 
the modern Universities of the United 
Kingdom, would be an evidence of 
decline. Better good technical institu- 
tions than a place having the super- 
ficiai attributes of a University without 
its life. Our decision is taken. We 
are to have a University, not a group 
ef technical institutes. It is our im- 
mediate task to lay the foundations of 
a revived University that can achieve 
that eminence in the world of intelli- 
gence, which the Colony holds in the 
realms of industry, commerce anda 
banking. 


What has so far been done, and 
what remaing to be done. 


The demand for higher education 
after the surrender of the Japanese was 
so insistent that something had to be 
Gone quickly, though we were badly 
off for buildings, almost without equip- 
ment and had a minimum of staff. My 
predecessor set up an Interim, Com- 
nuttee to organize classes as rapidly as 
possible. Later by an Order-in-Council 
a Provisional Powers Committee was 
established to perform the essential 
functions of the University Council, 
with the result that to-day we have 
large first and second year classes, still 
werking under grave difficulties, in 
which students are preparing to take 
degrees in Arts, Science, Civil En- 
gineering and Medicine. An Emer- 
gency Degrees Committee was estab- 
lished, also by Order-in-Council, in 
order, with the willing assistance of 
the Medical Department of the Colony, 
to give revisicn courses to men and 
women, who had taken medical train: 
ing in China and who wished to gain 
a professional qualification registrable 
in the Colony and in the United 
Kingdom. Since 1946 we have lived 
from hand to mouth, meeting necessary 
expenditure out of funds that we did 
not possess, Tihe income of the Univer- 
sity from investments has declined 
through losses in Shanghai, fees could 
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not materially be increased and costs 
have continued to soar. The University 
during this two years has obeyed the 
mandate of Hong Kong opinion and 
has incurred expenditure that was 
necessary, feeling sure that, at the 
epportune time, public funds would be 
made available to meet the costs. 


The 1946 Committee made proposals 
not only for the restoration of the 
University to its pre-war status but for 
its development so that, while serving 
all the needs of the Colony, it should 
be an instrument designed and forged 
in the light of a distinctively British 
aspect of Western culture to cooperate 
in the rebuilding of China. The Uni- 
versity should be the meeting place of 
Chinese and British students and 
scholars, a common ground, not of 
competition and commercial rivalry, 
but of cooperation in the work of 
reconstruction. The Committee felt 
very strongly that by its non-political 
foundation and nature, a University in 
Hong Kong could be the finest instru- 
ment of a British pclicy of friendship 
with China. All this would call for 
further development, particularly in 
higher studies and this could be 
achieved only at a great cost. 


What then is the immediate task 
before the University authorities? The 
Council must take over and complete 
the work of the Provisional Powers 
Commitiee on buiidirigs and equipment, 
Some buildings are so badly damaged 
that rebuilding will probably be 
cheaper then repair. New equipment 
is coming to hand, very slowly ane at 
inordinate cost. By the joint. efforts of 
Council and Senate new staff must be 
recruited. Immediately, professorships 
in Medicine, Surgery, Pathology, 
Mathematics and Chemistry must be 
filled; Readers and Lecturers in these 
and other subjects must be _ found. 
More living accommodation must be 
provided for students especially for 
women, whose numbers in the Uni- 
versity steadily increase, and for staff. 
The development of honours courses in 
Arts and Science, and of _ post- 
graduate and refresher courses for 
practising doctors, begun in 1940 and 
1941, must be continued. To make the 
University what we realize it ought to 
be, its friends in Hong Kong, in China, 
Malaya and elsewhere, must be asked 
to contribute. The Government of 
Hong Kong has taken the first and 
perhaps the hardest step. It has pro- 
mised a grant of $4 millions from the 
loan recently raised to make good 
damaged buildings, and to  re-equip 
laboratories and workshops. It has 
promised to raise the annual mainten- 
ance grant to the University to $1% 
millions. Before the war, we should 
have seen in these amounts a measure 
of wealth that would have sufficed to 
carry through those reforms and de- 
velopments, that the University already 
had decided to be necessary. But 
money is not what it was, and we 
shall’ be hard pressed to get back, in 
spite of this help from the Colony, to 
cur pre-war condition. 
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The University and the Colony’s 
Social Services 


The development of social services 
in the Colony already has increased 
public demands on the University. One 
task that we have to undertake, in co- 
operation with certain Government 
Departments and with other organiza- 
tions, is the training of social workers. 
The new Colonial policy requires the 
community to assume added responsi- 
bilities in a fight against poverty, ill- 
health and ignorance. In the peculiar 
geographical conditions of Hong Kong 
it will be a long and hard fight. Ex- 
perience in the West has proved that 
the day of the benevolent amateur ad- 
ministrator of social relief is over, and 
that the best results are achieved first 
by selecting persons temperamentally 
fitted for this type of work, and then 
by giving them the opportunity to ac- 
quire, by reading and by practice, some- 
thing of the vast mass of knowledge that 
has been accumulated in the last cen- 
tury and more. By cooperation in this 
the University can do some service to 
Heng Kong. 


If we are to take the number of 
students that the future medical needs 
of the Colony alone will demand, and 
if the University is to arrange refresher 
and special courses for practising doc- 
tors, more teaching beds in hospitals 
are needed. We have already reached 
the limit of what. the Queen Mary 
Hospital can afford for us: we must 
look elsewhere for additional beds. 
With this end in view, friendly nego- 
tiations have been carried on with the 
Directors of the Tung Wah Charities, 
with the hope that the University may 
share in the work of the Tung Wah 
Eastern Hospital, and may develop it 
into a teaching institution to the com- 
mon benefit of the Hospital and the 
University. 


It may be, too, again to serve a 
manifest need of the Colony, that 
we shall have to work in conjunction 
with the Medical College at Singapore, 
soon to be a ftmajor unit in a new 
Malayan University, in the training of 
dentists for work in Hong Kong. If an 
arrangement can be reached, we 
should propose to do the pre-clinical 
work for lecal candidates and to send 
them to Singapore to complete their 
clinical and practical work. 


Permanence of Hongkong University 


In the next few years we should be 
able to achieve these first aims, but 
even then we shall not have built the 
University that is fitted to play the 
part that it should play. This was the 
main problem to which the Secretary 
of State’s committee in London, about 
the most representative and authorita- 
tive Committee that ever has consi- 
dered the needs of an Overseas Uni- 
versity, gave its thoughts. When we 
have done what now is in hand, much 
else will remain to be done. The 
Committee was clear that the build- 
ing up of a notable University could 
be achieved only if there were a firm 
belief in its permanence; that it must 
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be adequately financed not left, as be- 
fore the war it was, to live from hand 
to mouth: that it must be entirely free 
from any trace of political control; 
that it will remain linked with British 
University tradition and _ standards 
while at the same time offering the 
fullest academic hospitality to Chinese 
students and scholars. If the Univer- 
sity is to be of real value to China 
there must be a generous provision of 
scholarships not only for undergraduate 
students, but also for graduates of 
Chinese Universities who wish to take 
post-graduate courses in medicine, in 
the sciences and the arts. In_ like 
manner we can hope that our men will 
be welcomed as senior students in the 
Chinese. universities. 


The Committee went on to make 
suggestions of what should be attempt- 
ed in the different Faculties, emphasi- 
zing that though sound training of 
undergrates was most important, it 
was perhaps of greater importance 
that provision should be made, not only 
for studies that aim at producing good 
professional men but also for those 
who in Literature or History, or the 
Pure Sciences, in Medicine and Eh- 
gineering are concerned to increase the 
sum ot knowledge. A University 
which does not make its contributions 
in this regard, as manifestly this 
Uriversity might, for example, in the 
regions of Marine Zoology or of Medi- 
cine or of local history and economics, 
has not the authentic quality. The 
Faculty of Arts naturally should nave 
a main concern with higher studies and 
Western philosophy, in the History 
and Economics not only of China but 
of the Pacific Area seen as a whole. 
In Science the University must be 
equipped to impart that accumulated 
volume of knowledge that makes what 
there is of unity in Western civiliza- 
tion. The University must train in its 
honours courses the men who may 
become the discoverers of new know- 
ledge. Especially important, as a con- 
sequence of the geographical position 
of Hong Kong, might be our contribu- 
tion to the general knowledge of the 
life of the sea, a matter which has 
important practical consequences for a 
major industry of these coasts. In 
medicine it is necessary that the Uni- 
versity should be in a position to offer 
specialist teaching in the many bran- 
ches of medicine and _ surgery that 
continue to be developed. Obviously 
to do this the University, like the great 
medical schools of the U.K., must be 
able to call on the services not only 
of its own full-time teachers but on 
private practitioners who hold. specialist 
qualifications and have acquired valu- 
able experience. Refresher courses 
for practising doctors are demanded of 
us, and there is clear need of a post- 


graduate diploma course in Social 
Medicine and Public Health, broad 
encugh to include exact studies in 


epidemiology and the practical appli- 
cation of the results of nutritional 
studies. Such a diploma to have a 
real ‘value must be — sufficiently 
thorough, of a sufficiently high stan- 
dard, to be recognized throughout the 
British Commonwealth and in China. 
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The rebuilding of destroyed towns 
and villages and the improvement of 
the physical conditions of living are a 
major concern over a great part of the 
world. If the work is to be well done 
there must be an adequate supply of 
men trained in Architecture and Town 
Planning. To the Committee it seem- 
ed natural that the University having 
accumulated experience in the teach- 
ing of Civil Engineering should now 
provide tor the study of the sciences 
and the arts of the builder. 

The experience of some of the 
members of the University staff in 
Prisoner-of-War and Internment Camps 
proved that there is in Hong Kong a 
public desirous of following serious 
spare-time reading. Classes and read- 
ing-sgroups met regularly for serious 
study. A comparable development of 
extra-mural studies is observable in all 


the war-ravaged countries, and the 
University of Hong. Kong must be 
equipped to undertake this type of 
work, 

HONGKONG’S 
In the Wall Street Journal, New 
York, the basis of the prosperity of 
this Colony is being described as 
foliows: — 
Hongkong offers an extraordinary 


object lesson in the value of economic 
freedom, the same kind of lesson that 
is taught by the experience of Belgium 
and Switzerland in Europe. 

Hongkong has blossomed out as an 
oasis-of plenty and comfort in a Far 
East that has suffered almost as much 
from the war as Europe itself. 

There are no austerity limitations in 
the Hongkong hotels and the Chinese 
who have swarmed back to enjoy the 
advantages of order and honest govern- 
ment are not on the near starvation 
rations which one finds in many other 
parts of China. Goods from; the whole 
world are to be had at reasonable 
prices in Hongkong, The harbour is 
crowded, the warehouses crammed. 
Hongkong has all the business it can 
handle. . 

What is the explanation of this mir- 
aculous rejuvenation of what three 
years ago was a shabby, down-at-the- 
heels, warscarred, hungry town? It is 
very simple. Hongkong thas continued 
to be what it has been in the past, a 
free port, with a minimum of obstruc- 
tion to the movement of men and goods, 
to the import, export and _ trans-ship- 
ment trade. 

China, on the other hand, has been 
plagued with civil war, cursed by 
chronic mis-government and by tradi- 
ticnal graft and ‘‘squeeze,” exacted 
from the weak by new-fangled currency 
and trade restrictions imposed by the 
government, The result has been that 
Chinese merchants and _ businessmen 
with capital and commercial know- 
how and Chinese peasants, willing to 
work hard for their daily meals have 
been drawn to Hongkong as to an irre- 
sistible magnet, 

Just as water naturally flows where 
there is the least obstruction, trade 
gravitates toward the centre where 
there are the fewest hindrances in the 
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The next few years will be difficult 
and strenuous, but the University faces 
them in confidence that it is has the 
strong backing af public opinion in 
Hong Kong and that, if it shows 
evidence of doing a good job, it will 
be able to gain the help of the mem- 
bers of the community who have the 
means, and to whom the development 
of higher studies appeals) as one among 
the privileges of wealth in a develop- 
ing community. I am sure that under 
the able and inspiring leadership of its 


Vice-Chancellor, Mr. Sloss, who 
in season and out of season 
has worked so untiringly and 


so well for it, supported by the Court 
and Council and the Staff, and with the 
assistance of the graduates as well as 
of its many friends in Hong Kong, 
China, and Malaya, the University 
will, phoenix-like, rise from the ashes 
—it is alreacy rising—and become a 
beacon of intellectual enlightenment. 


PROSPERITY 


way of high tariffs, import quotas, cur- 
rency restrictions, etc. 

The Chinese constitute a kind of 
trading fraternity throughout the coun- 
tries of southeastern Asia. The Chi- 
nese merchants who returned to the 
Hengkong oasis or fied there for the 
first time often possessed family and 
business connections with members of 
the Chinese commercial colonies in 
Siam, Malaya, the Netherlands East 
Indies and the Philippines. They 
knew how to get the wheels of profit- 
able exchange of goods turning again. 

There are several lessons that people 
might draw from the experience of 
Hongkong. Chinese nationalists, who 
cbject on principle to the existence of 
such foreign outposts as Hongkong on 
fermer Chinese territory, might advan- 
tageously study why this British colony 
has developed a prosperity unmatched 
in China proper. The answer iies 
inainly in two things: Free trade and 
honest government, 

If the Chinese Government should 

ever get possession of Hongkong with- 
out improving | its administrative 
methods and removing restrictions on 
trade it would soon find that it had 
obtained only the shell of the present 
bustling and prosperous _ port. The 
people with capital’ and commercial 
aptitude who have promoted Hong- 
kong’s recovery would slip away to 
Singapore, Manila or other places 
where they could earn money with re- 
lative freedom from predatory govern- 
ment molestation. 
_ The British officials who have been 
in charge of the administration of. 
Hongkong were probably not conscious- 
ly following any economic philosophy. 
Hongkong had always been a free port; 
the lind. of least resistance was to keep 
it a free port. 

The example of Hongkong shows 
that freedom throttling restrictions 
may be a greater aid to well-being than 
American dollar subsidies. Hongkong 
has “one well by itself without putting 
in any application for aid under the 
Marshall Plan. 
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RESTORATION OF 
HONGKONG’S_ RDS. 


The Hongkong Governmént has 
launched a four-year programme of re- 
habilitation of all war damaged roads 
to bring them up to pre-war standard, 
and a sum of $2,000,000 has been ear- 
marked for this purpose for the first 
stage of the work to. be carried out 
during the current fiscal year, the Hon. 
V. Kenniff, Director of the Public 
Works Department, disclosed in an in-. 
terview with the Far Eastern Econo- 
mic Review. 


The Colony had 293 miles of roads 
in service before the outbreak of the 
Pacific War. Of this total, 1382 miles 
of roads were in Hongkong and 161 
miles in Kowloon and the New Terri- 
tories. 


As a result of the hostilities and the 
Japanese occupation, Mr. Kenniff re- 
vealed, no less than 76.5 percent of the 
mileage were directly or indirectly 
damaged. Roads damaged directly as 
a result of war totalled 55 miles—30 
in Hongkong and 25 on the mainland 
—while those indirectly damaged due 
to lack of maintenance during the Jap- 
anese occupation amounted to 170 
miles—60 on the Island and 110 in 
Kowloon and the New Territories. Thus, 
he added, the total length of roads 
damaged directly or indirectly was 225. 
miles. 


During the past two and a half years 
since liberation the Public Works De- 
partment has restored to pre-war condi- 
tion 40 miles—25 in Hongkong and 15 
in Kowloon and the New Territories— 
of the damaged roads, and has con- 
structed a four-mile -new road from 
Clear Water Bay to Sai Kung, For 
this and the regular maintenance of ail 
the reads, the Public Works Depart- 
ment has already spent $4,500,000 
since re-occupation. 


Apart fron: rehabilitation, Govern- 
ment has not yet contemplated to build 
any new rcads either: on the Island or 
on the Mainland. Bridges on the Is- 
land are generally in a_ satisfactory 
condition ptt many of the bridges on 
the Mainland suffered’ heavy damage 
during the inostilities and required re- 
placement, 


Among the bridges which suffered 
heavy damage during the war. were 
those at Man Kam To, Muk Fu Ferry. 
Au Tau and Ma Mui Shui.,: 
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THE DUTIES OF HONGKONG IMPORTS & 
EXPORTS DEPARTMENT 


The number of personnel especially 
that of the outdoor section as well as 
tne amount of operational costs of the 
Colony’s Imports & Exports Department 
under the Superintendent, Mr. Eric 
Himsworth, will be considerably in- 
creased during this year as a result, 
inter alia, of the conclusion of the 
Hongkong-China Customs and Finarcial 
Agreements. 


The estimated expenditure is expected 
to be more than double the amount of 
the last financial year of $446,957 as 
for the present period an amount of 
$1,034,014 has been budgeted.. The 
personne] will be increased by 18 per 
cent from 266 to 314 members. The 
expansion in the personnel of the 
Department’s preventive services will 
gradually take place in order to cope 
with the increased duties of the staff 
‘when the two agreements are even- 
tually put into full operation after the 
Customs agreement has been passed by 
Legislative Council. 


As pointed out by His Excellency the 
Gevernor, Sir Alexander Grantham, at 
the budget debate of Legislative Coun- 
cil, these. agreements confer no material 
benefits on Hongkong; in fact they in- 
volve the Colony in some administrative 
expenses and make considerable calls 
upon .the time of local officials. They 
are indicative of one thing only; and 
thai is an earnest and genuine: desire 
on the part of Hongkong to add her 
quota of assistance towards building of 
a prosperous China. By signing these 
agreements Hongkong has gone much 
further than could ordinarily be ex- 
pected from a sovereign state in assist- 
ing its neighbour, 


Duties of Imperts & Exports Dept. 


The operation and duties of the I & E 
Dept are unique following the signing 
of these two pacts between China and 
Hongkong which so far have been only 
in partial operation awaiting the final 
enactment of legislature. No govern- 
ment in the world has ever placed its 
Trade Department or Customs . Ad- 
ministration at the disposal of a foreign 
ecuntry in order to help stop smug- 
gling of goods into or out of another 
country. Yet Hongkong has created 
such an extraordinary precedent in a 
sincere spirit of friendly co-operation 
with its neighbour, 


The Colony is, and will remain a free 
port and places accordingly very few 
restrictions on exports and _ imports. 
Apart from supervision of certain 
dutiable commodities and a residue of 
postwar necessary controls over the 
imports and exports of certain goods, 
the Colony’s preventive officers. are 
now called upon to perform multiple 
and delicate tasks by watching every 
type of unmanifested cargo leaving 
here on vessels for Chinese ports in 
addition to their ordinary duties in pre- 
venting smuggling of prohibited goods 
out of and into the Colony. 


Preventive Service 

Hongkong'’s preventive service in 
ordinary times was only charged «with 
the supervision of a narrow group of 
commodities subject either to duty 
payment or to restrictions with regard 
to movement; the new duties thrust 
on the I. & E, Dept. will complicate 
its business and put. considerable 
strain on both the present and the 
future staff. To what extent the con- 
trol over unmanifested (“pigeon”) 
cargo loaded here for China ports has 
already upset the organisation of the 
Revenue branch of I. & E, Dept. was 
evidenced by the very numerous 
Court cases which followed seizures 
of suspected unmanifested cargo. 
* The severity of Chinese import res- 
trictions has caused an inordinate 
swelling of the volume of unmanifest- 
ed cargo leaving Hongkong for China 
ports which has proved an almost 
superhuman task to check and reduce. 
The wide-spread grafting by Chinese 
officials, the protection rackets operat- 
ed by ex-army and navy men, and 
the rather general collusion of trans- 
portation companies (with or without 
efficial sponsors) with Chinese authori- 
ties in various ports have fostered and 
supported in Hongkong the organisa- 
tion of several groups of exporters 
who specialised in the. transportation 
of unmanifested cargo. 


Check on ‘China Exports” 


Apart from the heavy and often 
dangerous duties of the outdoor seéc- 
tion of the I. & E. Dept. the adminis- 
trative pressure of work as necessitated 
by the provisions of the Hongkong- 
China Customs and Financial agree- 
ments has compelled the employment 
of new and highly qualified staff. In 
order to control the movements of so- 
called China Exports (ie . various 
metals and minerals, vegetable oils, 
bristles, tea, cotton yarn of Chinese 
origin) new efficient personnel had to 
be found and, an even more formidable 
task in Hongkong, to be put up in 
adequate offices, Although on the 
whole merchants showed co-operation 
with I. & E. Dept. whose efforts ai 
promotion and facilitation of com- 
merce are generally very much appre- 
ciated it is only natural to expect 
some reticence when it comes to cur- 
tailing or altogether frustrating of 
merchant business in the so-called 
China export commodities, anc many 


reports and figures submitted _by 
traders cannot be regarded, prima 
facie, as corresponding to facts and 


they do require careful checking and 
re-checking. Only those who are ac- 
tively acquainted with the methods 
and tricks employed by traders in 
South China will truly appreciate the 
arduous and most thankless job which 
I, & E. Dept. has been compelled to 
undertake in order to assist the Chi- 
nese authorities in the enforcement of 
trade and _ fimancial controls Lae 
prceved beyond their own ability an 
power. 


“Licensing, 4) 
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Revenue & Expenditure 


The staff of the I. & E. Dept. this 
year will comprise 314 members against 
266 last year. Revenue collected by 
the Department during the last fiscal 
year (April 1, 1947 to March 31, 1948) 
was around $52 million or some 30% 
of the total revenue of the Colony of 
$150 million, The estimates for cur- 
rent fiscal year, ending March 31, 
1949, provide for $40 m. as collection 
of duties etc. by the Department thus 
contributing 26% to Hongkong’s current 
budget of $150.8 m. Expenditure by 
I. & E. for 1948/49 is estimated at only 
$1 million which is just two thirds of 
One percent of Government’s _ total 
estimated expenditure for the year 
(180.2 million). 


Estimated collections or revenue by 
I, & E. for 1948/49 are as follow:— 
(in millions of HK _ dollars): import 
duty on hydrocarbon oils 4; on liquor 
5%; on perfumed spirits 0.2; on 
tobacco 25; duty on locally dis- 
tilled liquor 214; import duty on pro- 
prietary medicines and ‘toilet prepara- 
tions 24%; and on table waters 0.35. 


Outdoor & Indoor Sections 


The officials of’ the Dept. of Import 
& Export are as follow:—Superinten- 
dent Mr, E, Himsworth. Four Assis~- 
tant Superintendents: Messrs H. R. J. 
Woulfe-Flanagan, Paul K. C. Tsui, E. 


E. L, O’Neil-Shaw, E, Collins. General 
Secretary: Mr, R, A. Bates. Assistant 
Secretary: Mr, J. W. Ferrie¢, Officer 


in charge of Rermit Office (the revenue 
collecting office): Mr, K. S. Mehal. 
Chief Preventive Officer: Mr. J. W. M. 
Brown (in charge of the outdoor sec- 
tion). Officer in charge of the General 
Licensing Office: Mr. H. J. Hicks. 


The duties of the Outdoor Section are 
to stop smuggling, check distilleries and 
licensed shops, and help the Police to 
keep an eye on opium divans. The 
Section’s preventive officers are 
stationed along the border at Sheung- 


shui and Mankamtou, and maintain 
subsidiary stations at Shamtseng Un- 
leng anc Taipo. They are also re- 


gularly stationed at the Kowloon Rail- 
way Station and the Kai Tak Airport, 
while a large number of officers are 
stationed in the Headquarters jn the 
I. & E. Department for searching duties 
aiong the waterfront and boarding 
ships and junks coming into and leav- 
*ng the Colony for abroad. The num- 
ber of the Outdoor Section’s staff will 
be increased to 214 this vear from the 
previous number of 167. 


Divided into 7 sub-sections, the In- 
Coor Section is expected to be staffed 
by about 100 members this year. These 
7 sub-sections are 1) General Licen- 
sing, 2) Import Licensing, 3) Export 
Statistics, 5) Duties 
Collecting—a) Permit Office and b) 
Chemical Laboratory,—6) Book Office, 
and 7) General Office, 
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THE OPERATION AND POLICY OF 
HONGKONG’S PRICE CONTROL 


“The Price Control system will have 
to remain so long as there are short- 
ages of both commodities and dollars. 


“I am convinced that, prices would 
increase very much if Control were 
lifted in the present circumstances” 
said Mr. John Small, Price Controller 
of Supplies, Trade & Industry, in an 
interview with The Far Eastern 
Economic Review. 


Explaining that during the past year 
many commodities were added or re- 
moyed from the price control list 
wherever circumstances warranted 
such measures, Mr. Small gave the 
assurance that the price contro. system 
will have to be continued as it remains 
the Government's fixed policy to pro- 
tect on one hand the general public 
against excessively high profits being 
reaped by merchants and to allow on 
thé other hand reasonable and legiti- 
mate profits to the trading community. 


On the whole the functioning of the 
Price Control has been successful since 
its initiation following. the establish- 
ment of the S.T. & I. two and a half 
year ago. An _ official. on the Price 
Control in Singapore who last year 
visited Hongkong termed the local con- 
trol results as most satisfactory from 
the consumers’ and importers’ point of 
view. 


The same visiting official was sur- 
prised to see that Hongkong achieved 
such excellent results with only 10 
inspectors, under Chief Inspector J. H. 
G. Pitman, compared to Singapore’s 
300 


Succéss of Control 


The, Price Controller said that a re- 
cent general check on the market by 
his inspectors disclosed that 69 articles 
on the control list are being retailed in 
accordance with the maximum retail 
prices laid down by his Department, 
106 below and only 10 above the ceil- 
ing price. 


As more supplies become available, 
prices automatically fall below the 
fixed ceiling quotations and find their 
own level. since competition: by mer- 
chants themselves forces down prices. 
Unless the Department is satisfied that 
there is an ample stock of certain com- 
modities in the Colony, it will not re- 
mys such articles from the price con- 
trol list in order to ensure the protec- 
tion of the public. 


On the other hand, if the Depart- 


ment is equally satisfied that the cost 
of certain articles on landing 
showed. considerable increases, it will 
also not allow merchants to seil such 
goods beyond the controlled price nor 
will it increase the maximum prices 
for retailers. 


It must be pointed out that the 
prices given by both the Price Control 
office and in the Government Gazette 
are maximum retail prices and that 


here 


there is no such thing as a Controlled 
Price. The price given is one above 
which it is not legal to sell but there 
is no intention that retailers should 
be compelled to sell at the Gazette 
prices and may offer the article at a 
lower but not higher figure if they so 
desire. 


Co-operation by Public 


Mr. Small expressed appreciation for 
the sincere co-operation by the trading 
community on the whole without 
which his Department might not have 
been able to achieve its purpose. The 
Price Controller also expressed the 
hope that the general public should not 


fail to notify his office wherever they. 


experience over-charging. He declar- 
ed that he would welcome any com- 
plaints from, and discuss them with 
the public. 


Procedure of Control 


The Department analyses and estab- 
lishes the cost of various commodities 
imported into the Colony through the 
invoices submitted by merchants, 
examines the operational cost of retail 
shops and keeps a close watch on the 
movement of all essential supplies. 
With the coordination of such informa- 
tion the Department obtains a fairly 
clear -picture of the current stock of 
various goods in Hongkong and there- 
by determines the extent of controlled 
commodities, and then fixed maximum 
prices for retailers. 


The profit margins vary from 10 to 
106 percent according to the volume of 
turnover, the degree of necessity and 
the capital involved: in every type of 
controlled commodity. For instance, 
the profit margin for most essential 
foodstuffs is kept at between 10 and 25 
percent. Whereas cameras and ex- 
pensive made-up imported dresses are 
anything from 80 to 100 percent. 


Advance in Prices 


When compared with last year, the 
cost. of most commodities in the coun- 
try of origin both in the United States, 
Europe. and the United Kingdom has 
increased by 5 to 10 percent. This 
necessitated the retail prices here to 
be also increased proportionately. 


Another factor in the increase in the 
cost of commodities imported from 
America was the advance in the un- 
official exchange rate for US$ since 
importers were not able to receive 
official exchange for imports from Go- 
vernment on account of the shortage 
of hard currency. 


A survey by the Far Eastern Econo- 
mic Review showed that the high 
overhead expenses constituted the 
major problem for the reduction of 
retail prices by shops. 
heads compelled shops to calculate on 
comfortable profit margins for every 
commodity on sale. 


The high over-. 


April 14 


The heaviest overheads of any com- 
mercial firm or shop, remain wages and 
rentals. Without reductions of these 
items, it is improbable that the rates 
of profit on retail sales can be cut and 
the prices of commodities can come 
down. 


High Cost of Living 


The high rentals equally have exert- 
ed an adverse effect on labourers and 
white collar workers who are paying 
on the average 30 percent of their 
earnings for rentals. In prewar days, 
rentals comprised only about 10 per- 
cent of a worker’s earnings. Should 
the 10 percent be kept as the normal 
cutlay of one’s rentals, labourers ought 
today be paid $500 as wages and white 
collar workers $1,300 as salaries. In 
these circumstances, the wages for 
workers cannot be reduced and the 
overheads of shops will remain high. 


It is believed that rentals, cost of 
rice and foodstuffs are largely respon- 
sible for the high cost of living at 
present. Until these are brought 
down, prices of commodities cannot be 
expected to be reduced and the high 
cost of living be lowered. 


It is therefore 


imperative that the 
Government 


devise alternative or at 
any rate more effective regulaticns 
covering the control of rentals and 
comestibles (like vegetables, fish, 
meat) if any substantial decrease in 
the prices of commodities is to be 
brough about. 


Seizures Of Unmanifested 
Cargo 


To help the Chinese Government 
eliminate smuggling the Colony’s pre- 
ventive officers were burdened with 
additional duties which, inter alia, re- 
quired them to search all ships 
leaving for Chinese ports carrying un- 
manifested cargo. During 1947, Re- 
venue Officers here made thousands of 
discoveries and seizures of unmanifest- 
ed cargo valued at several million dol- 
lars aboard 298 vessels leaving here for 
Chinese ports, chiefly Shanghai, Swatow, 
Amoy, Canton and the Colony of 
Macao. 


The intensive campaign for ferreting 
out of such cargo started at the begin- 
ning of last year and was strengthened 
during the course of the year. ,Our 
Revenue Officers discovered and seized 
unmanifested goods aboard seven ships 
in January, on four ships in February, 
on eight ships in March, 10 in April, 
15 each in May and June, 23 in July, 
53 in August, 49 in September, 27 in 
October, 45 in November and on 42 
ships in December. 


Among the unmanifested goods seiz- 
ed aboard these 29@ vessels, (excluding 
ships belonging to Messrs. Butterfield 
& Swire) were cotton piecegoods, cos- 
metics, stationery, medicines, rubber 
wares, cigarettes, smoking apparatus, 
fresh fruits, radios and radio ‘equip- 
ment, haberdashery, tinned goods, 
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crockery, foodstuffs and _ vegetables, 
musical instruments, metal wares, wine 
and soft drinks, silk piecegoods, chemi- 
cals, leather goods, paper, etc 

Following is a summarized statement 
of unmanifésted cargo seizures by 
Hongkong Revenue Officers who foiled 
the attempt of smuggling these com- 
modities from here to China’ or Macao 
aboard 298 ships during the year 
“1947: — 

Cotton Piecegcods: 6 bales, 1779 
pieces, 17,296 rolls, 1,220 dozens, 130 
pounds, 22 bolts, 91 cases, 9 bundles, 
23 parcels, 101 lengths and 3 bags. 

Cosmetics: 108 jars, 2,920 pieces, 
4,141 dozens, 2,990 bottles, 306 tins, 3 
packets, 148 boxes, 1,469 tablets, 155 
cakes, 81 cases, 200 tubes, 1,241 bars, 
360 pounds and 26- bundles. 


Stationery: 1,533 dozens, 1,060 
pieces, 160 packets, 52 bundles, 320 
pounds, 62 bottles, 17 bags, 7 sacks, 
100° gross, 17 parcels, 25 rolls, 205 


boxes, 237 tins, 300 sets, 2,878 parcels 
and 3. bales. 

Medicines: 1,479 vials, 640 tins, 83 
packets, 3,572 pieces, 2,164 bottles, 239 
dozens, 1,518 pounds, 291 bags, 3,291 
ampoules, 826 boxes, 4 bundles, 25 
jars, 4 sacks and 129 catties, 

Rubber. Wares: 799 pairs, 2 bags, 19 
pieces, 108 dozens and 38 gross. 

Cigarettes. & Smoking Apparatus: 
502,754 pieces, 1,457 pounds, 533 tins, 
683 cartons, 9 boxes and 2 bags. 

Fresh Fruit: 112 cases, 30 pounds, 80 
packets, 173 pieces, 17 boxes, 1 sack 
and 400 catties. 

Radios and Radio Equipment: 25 
pieces, 1 coil, 10 sets, 1 bundle and 4 
parcels, 

Haberdashery: 50 packets, 348 pairs, 
616 cards, '74 boxes, 144 dozens, 1 case, 
813 pieces and 1,472 tins. 

Tinned Milk, Food and Fruits: 7,757 
tins. 7 boxes, 88 bottles, 3 parcels, 19 
cases, 71 packets, 4 baskets and 456 


pounds. : 

Crockery: 6,346 pieces, 2 boxes, 6 
bags, 5 packets, 23 dozens and i 
bundle. 

Food & Vegetable: 155 sacks, 62 
baskets, 2 parcels, 5,310 pounds, 5 
bales, 10 tins, 6 cases, 10 jars, 27 
packets, 1,799 catties and 172 bags. 

Musical. Instruments: 85 boxe,s 1 
set, 5.packets and 8 tins. 

Metal Ware: 1,480 pieces, 5 dozens, 


6 boxes, 10 sacks, 9 parcels, 16 carcs, 
2 coils, 2 bundles, 34 gross, 4 bags, 4 
rolls and 600 sheets. 
Wine & Soft Drinks: 835 bottles, 1,- 
039 gallons, 400 catties and 3 jars. 
Silk Piecegoods: 2 cases. 9 bundles, 
5 bales,. 703 pounds and 23 pieces. 


Woollen Piecegoods: 29 lengths, 6 
yards, 1 basket, 18 pieces, 4 pounds, 1 
roll, 3 bales, 42 . bundles, 2 bolts, 9 
parcels and 100 cases. 


Chemicals: 95 bottles, 76 tins, 42 
packets, 88 pounds, 5 pieces, 735 cat- 
ties, 23 parcels, 19 sacks, 6 bags, 5 
cartons, 9 jars and 2 boxes. 


Leather Goods: 9 pieces, 4 tins, 18 
sheets and 2 bags. 


Paper: 273 reams, 34 bags, 10 pac- 
kets, 31 sacks, 233 rolls, 20 pieces, 50 
packets). 10 gross, 5 balés and 80 boxes. 
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PROBLEMS OF HONGKONG’S UNOFFICIAL 
EXCHANGE MARKET 


The problem involved in the exist- 
ence of a_ virtually free exchange 
market of Hongkong has_ caused, 
apart from some interpellations in the 
Hceuse of Commons, a certain amount 
of anxiety lest unofficial exchange 
transactions here adversely affect 
Sterling in foreign markets. The na- 
ture of our exchange market especial- 
ly in connection with the financing of 
gold imports into Macao and arbitrage, 
spreading from Shanghai to New 
York, from Cairo to Bangkok, has 
given rise to much comment in lead- 
ing financial centres and many pro- 
minent visitors have called on the 
Colony to explore the potentialities of 
the market. 


In view of the expansion of unoffi- 
cial trading in the financial markets 
and particularly the considerable 
volume of gold imports, rumours about 
the possible expelling of Hongkong 
from the Sterling area found some 
eredence. Whilst such rumours are 
baseless it appears certain that control 
measures will have to. be enforced in 
order to curtaii unofficial transactions. 


At several occasions Government, 
through the Financial Secretary, has 
reminded the merchant community of 
the existence of the Defence (Finance) 
Regulations. It is just a year ago that 
the Financial Secretary emphasised 
that “although no action was taken in 
1945 to require persons in possession 
of US$ funds to surrender them the 
Government have still such powers. 
It is an offence under the Defence 
(Finance) Regulations for any resident 
in Hongkong to deal in foreign cur- 
rencies unless authorised to do so by 
the Government and the Banks are 
requested to remind their constituents 
of this fact as it seems to be the 
opinion of a large section of the public 
that the ‘possession of US$ _ funds, 
however acquired, gives the holder a 
right to the approval of import 
licences.” In a public notice the Fin- 
ancial Secretary also . reminded the 
community that the dispatch of US 
and Canadian $ and Philippine pesos 
out of .the Colony without a permit 
by post or other means constitutes ‘an 
offence, and he recited the penalties 
for infringement of the Regulations. 


Seizures Of Smuggled Gold & Opium 


During 1947 the preventive service 
of Import & Export Department Seiz- 
ed more than $2,000,000 worth of gold 
weighing 6,387.8 taels and over $1,000,- 
000 worth of raw and prepared opium 
totalling 10,870 taels. 


Most of the gold seizures were effect- 
ed on board ships arriving here from 
Macao, Manila, Bangkok and Java and 
outgoing vessels for Chinese _ ports. 
Some discoveries were also made on 
aircraft and trains both coming in and 
leaving the Colony. 


The gold seizures totalled 6,387.8 
taels, 442 coins and 30 Sovereigns. 


Drug: seizures were made on board 
of vessels arriving here from Swatow 
and Amoy and India as well as on 


aircraft from Kunming. (Confiscated 
opium is destroyed and dumped into 
the sea). 


Smuggling of gold and opium into 
and out of the Colony was mostly well 
organised, especially bullion smuggling 
from Macao. Large-scale smuggling 
of gold from the Portuguese Colony 
was carried out by American con- 
structed rescue boats capable of doing 
40. knots per hour, which could easily 
outrace the preventive boats employ- 
ed by the local authorities. Smuggled 
gold aboard such _ speed eee was 
usually’ landed on the shores of the 
New Territories in the dark of night. 

Following are detailed seizures of 
ee made by Revenue Officers in 

T— 


SEIZURES OF OPIUM 


1947 Raw Opium 
January 54.30 taels 
February 4,582.50 ,, 
March 139.00 _ _,, 
April 390.80 ,, 
May 228.20. 5 
June 2,760.70 _,, 
July = 102401995, 
August 46.90%, 
September 171507 ae 
October a 798.50, 
November > 89s. 5% as 
December aon Dial ly Je. 


10,816.30 taels 


Prepared Dross Pink Poppy 
Opium Opium Pills Heads 
9.20 taels 5 maces — —- 
7.59 5, BA _ — 

ESOS es Sly oe _— — 

25.54 ;, enh sp 472 3,000 

30.26, ne oss 1,385 —_ 

15.64, Gt: _ _ 

18.40 ,, LS y; 259 — 

30.21, 4, Rie A — — 

20.50 sz, 206 §,, 111 -—— 

28.68 4, 182, 5; 81 — 
Cilia a5 -- 402 — 

23.83 __—s,, 29); 676 — 

229.28 taels 877 maces 3,386 3,000 
54 taels 
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Possible Control Measures’ 


The remittance of Sterling in and 
out of the Colony could be checked 
and transfers obviously made for non- 
merchant purposes could be stopped, 
such control to be delegated to the 
Exchange Association banks, simul- 
taneously with controls operating 
in London and Sydney and Capetown 
(South Africa having introduced 
about a month ago control over in- 
ward remittances: of Sterling), and 
everywhere else in the Sterling area. 
The operation of private transfers 
which would shun the banks, short of 
ceble control which is of course im- 
possible to introduce in peace times, 
could be effectively reduced by giving 
warning to the well-known principal 
offenders who under the provisions of 
the recently promulgated Banking Or- 
dinance, 1948, would not like to run 
the risk having their business’ shut 
down. It is now possible by virtue of 
the new Banking legislation to exer- 
cise a considerable measure of control 
cver the activities of financial estab- 
lishments which are not members or 
associate members of the Hongkong 
Exchange Bankers Association. 


Heavy Demand For US$ 


The amenities of ‘the local exchange 
markets have been used by a variety 
of interests. As for demand for US$ 
the gold importer has been and re- 
mains the most conspicuous buyer; 
next in importance were: require- 
ments by Hongkong importers and 
Shanghai merchants (the latter ob- 
taining’ in the local market a large 
percentage of their needs to finance 
imports into China either through 
smuggling channels or under au- 
thorization. but with ‘self-provided ex- 
change); the accommodation of a 
continuous flow of China flight capital; 
local and Chinese conversions of HK$ 
into T/T New York for investment 
and speculative purposes and for re- 
mittances of profits and repatriation of 
certain foreign investments in China. 
The supply of US$ was always limited 
to three sources: export bills, overseas 
Chinese family remittances and free 
funds held in New York, mostly by 
China residents. 


There would not have been any 
great fluctuations in the unofficial rate 
except in sympathy with developments 
in international markets, if not for an 
exclusively. local feature: gold imports. 
As a consequence of,.the very great 
amount of such imports, effected 
through Macao, not only the demand 
for T/T New York grew so heavily 
that international sources were called 
upon to supply what was no longer 
locally available but also the fluctua- 
tions in the rate, stimulated by very 
resourceful speculators, ‘injected an 
element of extreme hazard into un- 
official exchange transactions which 
at times assume the character of 
gambling pure and proper. 


While we recorded during the first 
3 months of this year for T/T New 
York a low price. of _HK$500 and a 
highest price of HK$608 (correspond- 
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EXCHANGE CONTROL OPERATION & NECESSITY 
TO INCREASE EXCHANGE EARNINGS 


The operation of Exchange Control 
in Hongkong has been generally ac- 
knowledged as having worked out 
most beneficially for the interests of 
the community at large. The principle 
on which the control has worked has 
been to take over a_ relatively small 
percentage of limited types of ex- 
change earnings, leaving the majority 
of export bills and practically all the 
inward remittances to be used or sold 
as the recipients might wish, and _ to 


use the exchange purchased at the 
official rate to finance essential 
imports. 


By this procedure essential imports 
of the Colony have been subsidized to 
some extent by a few export com- 
modities. No other way was open to 
increase the volume of hard currency 
earnings; the Empire Dollar pool has 
only limited resources and although 
Hongkong has received rather large 


ing to Sterling crossrates of respective- 
ly US$3.20 and 2.62) i.e. a difference 
of almost 22%, other international ex- 
change markets, where Sterling Dollar 
crossrates are freely established, never 
recorded fluctuations like here in 
Hongkong. It is true, that some in- 
dividual transactions in certain Near 
Eastern cities have been effected at 
extremely low Sterling crossrates; say 
US$2.50, but such transactions never 
qualified as market rates and only signi- 
fied either the feeling of panic ofan in- 
dividual or a group of individuals, or 
were required for certain purchases in 
the US or elsewhere, cbtainable only 
against US$. Such possessors of 
Sterling credits had no choice but to 
give away much of their funds, how- 
ever, these conditions are peculiar to 
certain Near Eastern countries where 
many people live under great nervous 
strain. 


Return of Confidence in Sterling 


As unofficial $ rates in terms of 
Sterling moved up and down rather 
wildly it was only natural to expect 
arbitrage operators to take advantage 
of the local situation by either selling 
or buying in foreign markets T/T 
New York at better than the local 
rate. In the last resort the unofficial 
crossrate depends on the restoration 
of world confidence in Sterling, the 
assurance that there w:ll not be a de- 
valuation, that, at a later time, Ster- 
ling will be again freely convertible 
into US$, that the European Recovery 
Programme will coincide with the 
great productive expansion of Europe, 
that British exports will further and 
substantially increase and that the 
balance of payments will be adjusted 
so that the crises of the last six 
months may no longer recur. These 
developments can be confidently ex- 
pected but restoration of Sterling 
will be a slow process, and until bet- 
ter news are forthcoming the unoffi- 
cial Sterling crossrate cannot be ex- 
pected to improve to US$3 and over. 


The intrinsic value of Sterling or 
for that matter HK$ appears to be 
well expressed by the cfficial rate or 
parity. As regards cost of living in 
America and in Hongkong, it is simply 
not true that HK$5.80 equal US$1, while 
the parity (HK$4-US$1) is fundament- 
ally correct. In case of deflation in 
America and an approach of pre-war 


in America the world price 
will certainly follow suit and 
parities need not be 


prices 
level 
international 
altered. 


Gold Sales and Unofficial Crossrate 


The British gold sales policy has 
been regarded as ambiguous and it 
seems that there prevails a dilemma in 
London. On one hand gold exports at 
prices higher than the parity, say 10 
to 15% above, are most welcome as 
otherwise London would only obtain 
from the US Treasury the official price. 
By permitting sales of gold however, at 
prices above the parity unofficial Ster- 
ling rates are bound to be depressed as . 
all sales of gold are transacted against 
T/T New York, The buyers of gold 
have to convert their currencies, in 
many cases Sterling, into US$ at the 
unofficial rate. 

In the gold trade of China Hongkong’s 
unofficial exchange markets have play- 
ed an increasingly important role: par- 
ticularly during the last 15 months. In 
spite of many efforts at persuasion, 
Government here was not able to curb 
this business which has upset the 
legitimate commercial interests of the 
Colony as far as trade with the $ area 
is concerned. 

If one takes the long view and feels 
assured of a not unduly delayed return 
of normal conditions it may be politic 
to leave everything as it is, possibly 
restricting the operation of extraneous. 
sources in the local market and resign 
oneself to the fact that consumers will 
have to pay high prices for ‘unessen- 
tial” American goods while anxious 
investors, who prefer New York to any 
other place in the world, may be al- 
lowed to continue to divest themselves 
of a good portion of: their wealth. 
Eventually all these investments hoard- 
ed in the US will be repatriated as 
soon as conditions in the world pro- 
mise more security than today. (Some 
flight capital may remain, together 
with its owners, in the US even after 
the great storm has blown over as 
it always has been the case with US 
whose prosperity is to a good extent 
the consequence of the insecurity else- 
where). When foreign capital now 
hibernating in the US eventually starts 
on its trek home it may experience the 
shock of a much lower US$ rate in 
terms of ‘Sterling and other currencies 
than if used to be when Europe’s 
workshops were only slowly overtaking 
pre-war production levels. 
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amounts from the pool (e.g. for pur- 
chase of Japanese cotton yarn) the 
extreme scarcity of US$ in London 
should preclude any demands by 
Hongkong, particularly in view of 
ae Colony’s non-contribution to the 
pool. 


There might have been one solution 
to Hongkong’s own needs for more 
hard currencies by leaving, or being 
‘expelled from, the Sterling area thus 
being able to operate a free exchange 
market but also to face inflation. No- 


bedy has ever advocated here our 
leaving the Sterling area. The fin- 
ancial dangers and political implica- 
ticns are too obvious to need any 


elaboration. As we are in the Sterlin 
area, decidedly for the better, it is 
only logical to expect that the com- 
munity should conform to the rules 


and regulations and play the game. 


Continued Controls 


Since the failure of Sterling con- 
vertibility last August, the trend for 
greater austerity and curtailment of 
$ expenditure has become ever more 
emphatic, After the many critical and 
anxious months last year and early 
this year, the passing of the 
European Recovery Programme by 
the US Congress has finally 
turned the tide and it requires 
no optimism to visualize the gradual 
return of economic strength of West- 
ern Europe. However, the observance 
and enforcement of rigorous trade and 
exchange controls will have to remain 
with us for a considerable period yet. 
In the United Kingdom and every- 
where in the Commonwealth there 
cannot yet be expected any relaxation 
of measures to combat the $ problem 
and Hongkong, although exceptionally 
placed and _ therefore exceptionally 
treated, should by all means cooperate 
with the other members of the Empire. 


‘More Hard Currencies 


As a consequence of the tightening 
exchange controls in Europe Hong- 
kong Government has been compelled 
to keep imports from  non-Sterling 
areas strictly to essential goods which 
development could not but reflect ad- 
versely on the cost of non-essential 
consumer goods from hard currency 
and kindred areas. The number of in- 
dustrial countries from whom supplies 
have been arriving here in large volume 
and with whom we enjoyed the bene- 
fit of exchange clearing agreements has 
had recently to be reduced as_ their 
currencies, to all intents and purposes, 
have become, as far as Sterling is con- 
cerned. hard, Belgium, Holland, Italy 
and others, with whom our business 
has been steacily expanding no longer 
can be relied upon as suppliers of 
other than essential consumer goods 
and industrial raw materials, Purchases 
of e.g. Belgian chemicals if not passing 
the test of essentiality can only be 
imported provided that local imvorters 
obtain exchange on the unofficial mar- 
kets ie. at the premium of 40% on 
the average. 
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Importers’ applications for hard 
currency exchange from Exchange 
Control] funds can only be entertained 
if, first, the exchange earnings of the 
Ccleny are adequate to finance urgently 
required commodities for local con- 
sumer or factory use and, secondly, if 
the control obtains satisfaction that 
the required imports are of the essen- 
tial category. 


Considerable quantities of imports 
have been officially financed during 
recent months not from current ex- 
change earnings but from the balance 
carried forward from 1946, when the 
control was overbought by some US$ 
10 million. There is no need to feel 
anxiety about the rurnour of the dis- 
continuation of official exchange 
allocations since whatever is earned 
is being expended by the Control for 
the purpose of essential imports and for 
certain very limited services. Hong- 
keng’s hard currency earnings are of 
course not what we wish them to be 
but they are adequate at the present 
moment. 


Safeguarding of Sterling 


By trial and error the Government 
here has extended its control over a 
number of commodities originating in 
the Empire in order to secure, in case 
of such British produce and products 
trying to slip through the bolthole of 
Hongkong to the US$ area, the full 
value of exchange in New York or 
other hard currency centres, Although 
Government has always endeavoured 
to facilitate the movement of goods 
through Hongkong the trading com- 
munity cannot expect the authorities 
to connive at or permit any attempt 
which might prejudice the $ earning 
capacity of the Sterling area. 


It is therefore that the following 
exchange controls are in force since 
the beginning of this year:— (1) The 
export of Tung Oil, Tin, and Silver is 
vermitted only if exporters surrender 
25%. of their export bills, (the object 
of this control being to replenish the 
community’s hard currency supplies 
without imposing a price burden which 
otherwise might prevent exporters 
selling in American markets at a pro- 
fit) —(2) The export of Rubber, 
Pepper. Gunny Bags, Coconut Oil and 
dessicated Coconut, and Diamonds, is 
permitted only on the surrender of 
100% of the export bills (the object 
of this contro] being to prevent ship- 
ment through Hongkong of the pro- 
ducts of the Commonwealth and Empire 
whereby the hard currency earning 


capacity of the Sterling area is by- 
passed), 
Many local tracers have contrived 


to purchase in the UK and the Empire 
certain manufactured goods and _ pro- 
Auce which they ship to Wongkone 
from where it was re-exported to hard 
currency areas. the export bills being 
fully retained by local exporters. Ex- 
change contro] js trying to obtain such 
type of export bills and renuires_ re- 
snective exvorters to surrender 100% 
of their bills of such shipments. 
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Position of Exchange Control 


As from June 9th, 1947 exporters of 
Tung Oil and _ Tin, were obliged to 
sell to Government 25% of their bills 
if shipment was made to US and the 
$ area. Subsequently more commodities 
were subject to exchange control as 
outlined above. Inward remittances in 
US& mostly coming from _ overseas 
Chinese in America have been  neg- 
ligible for a long time as far as the 
Control is concerned; practically all 
remittances have gone into the un- 
official market. Thus as for dollar out 


payments for essential imports and 
services (travel, family and _ study 
allowances, profits and savings, etc.) 


the community has to rely on the rather 
limited earnings from the export bills 
of above listed commodities, 


Hongkong’s US dollar expenditure 
remains still large as British industrial 
output, although surpassing pre-war 
records, still has to treat America as 
first priority, and British manufacturers 
are constrained therefore to neglect for 
the time being a large sector of the 
requirements of the Empire, 


As a number of European countries’ 
currencies have pecome hard, or semi- 
hard, buying pressure for American 
goods has further increased and will 
remain on the present level for the 
current year although, towards the end 
of 1948, ample supplies of almost any 
type of commodities and capital equip- 
ment should be available from the UK, 


Increase of Dollar Earnings 


In order not to prejudice the further 
quick tempo of rehabilitation and in- 
dustrial modernization of Hongkong it 
might be necessary to consider steps 
for the increase of the Colony’s $ 
earning capacity. Such measures would 
only have to be enforced for the cur- 
rent year and may. after the passing 
of the present emergency, be dropped. 
If no increase in our $ earnings is 
being attempted there may result a 
slowing down of the rate of progress 
in the Colony, As the community forges 
ahead with great vigour and enterprise 
ever larger investments are necessary 
which, to a considerable extent can 
only be obtained for the next several 
months from US manufacturers. 


Either we shall have to go ona 
high price living and producing stan- 
dard by keeping to the present ratio 
of subsidised import allocations or by 
making an effort to increase substan- 
tially our US dollar earnings we could 
actively encourage’ essential imports 
particularly those connected with build- 
ing construction and the expansion of 
industrial production. 


Govt’s current monthly US exchange 
earnings are estimated at not more than 
US$400,000 from Tung Oil, Tin and 
Silver export bills and around US$ 
half million from goods originating in 
the Empire. At the current rate our 
exports to the US do not value more 
than US$4 million per month while 
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DIAMOND TRADE & 


The import and export contro] over 
diamonds as has come into force since 
end of February has not met with the 
approval of all the dealers and jewel- 
lers while the public is of course only 
interestec: to purchase diamonds at the 
cheapest possible price. As was out- 
lined in our issue of March 24th, p.p. 
278-80, the importation of diamonds is 
now only possible if the full value of 
diamonds entering the Colony is being 
paid in to Exchange Control in U.S. 
dollars. This rather unusual form of 
control was necessary on account of the 
peculiar geographical position of Hong- 
kong which makes the checking of 
commodities moving in and out of the 
Colony a very arduous job. Control] in 
Hongkong has been made possible only 
because of the regulations in force in 
countries of supply or origin (Bel- 
Sa Holland, Union of South Africa, 
etc.). 


Nobody here questions the necessity 
of control with regard to diamond ex- 
ports from Hongkong, however, the 
problem, always has been how to 
operate such exchange control ‘ahd 
sinee ' the ‘ 
in most cases, not readily forthcoming 
there was left no other alternative but 
to subject diamonds to a 100% con- 
trol. The diamond market here has 
beer working under quite abnormal 
conditions as far as exports to the 
United States, the world’s principal 
buyer of diamonds (over 80% of out- 


put), were concerned, and _ further- 
more, sales of diamonds in the local 
market destined “for re-export to 


imports from America average some 
US$6 to 7 million per month. The big- 
gest $ earners are Coconut Oil, Tung 
Oil, Silver bullion and Rubber. 


By subjecting all commovities of 
Empire origin which are currently 
shipped to the US to exchange control, 
ive. requiring exporters to surrender 
100% of their bills, and by introducing 
on the remaining export commodities 
a flat rate of 10%, to be surrendered 
to the Control, the exchange earnings 
of the Colony could probably be in- 
creased by another US$ half million 
per month, 


Exemptions may be granted for all 
those goods the sale of which in 
America could not stand a profit re- 
duction which would result from the 
imposition of a flat rate of 10%; how- 
ever, the actual loss for exporters by 
selling 1092 to the Control and_ re- 
taining 90% of their bills (provided 
the difference between the official and 
unofficial rate is about 40%) would 
not amount to more than 2% to 3%. 
There would be no serious objection 
by the trade to a 10% exchange  sur- 
render requirement as it is being 
realised ‘that on every re-export ‘the 
Colony earns 10% if not more for 
storage, harbour services, insurance, 
profits, etc, 


‘o-operation of dealers was,, 
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EXCHANGE CONTROL 


China, the Philippines, and other Far 


Eastern countries ‘have been greatly 
stimulated on account of the com- 
parative cheapness of stones which 


elsewhere quoted on the average 20 to 
40% higher. 


Many diamond dealers who were 
new in the field after the war import- 
ed diamonds from Europe or Africa 
paving Sterling and _ re-exported re- 
gularly not inconsiderable lots to the 
United States, thus making by means 
of the existence of the unofficial ex- 
change market a profit approximating 
the difference between the official and 
unofficial London New York crose-rate. 
If not for the extraordinary facilities 
offered by Hongkong’s unofficial ex- 
change market a very small amount of 
diamonds would have been shipped 
from here to New York and many 
diamond dealers could not have trans- 
acted any business at all. 


Effects of Control Measures 


THe effects of the control requiring 
diamond dealers to surrender the full 
value of their imports in US dollars to 
Exchange Control have already been 
felt; dealers’ prices have advanced and 
there are signs that a normal market 
will soon be re-established, While 
previously Hongkong was the lowest 
priced market—quoting first water 
stones in terms of US$ about 40% be- 
low New York—-the Colony will soon 
be back in line with international 
markets. At the moment prices here 
are slowly adjusting themselves to 
higher levels, There are sizable stocks 
of diamonds jin Hongkong which may 
be cisposed of at only slightly increas- 
ed prices compared to the level of last 
January and this applies particularly 
to stocks held by jewellers who large- 
ly are short of ready cash and quite 
satisfied to make the usual trade pro- 
fit in HK$, However most dealers 
have advanced the prices of their 
stocks to a level commensurate with 
prices to be charged for new imports 
(i.e. 40 to 45% above the prices ruling 
at the beginning of this year) 


From now on Giamond business will 
be much reduced compared to 1947. 
Hongkong will of course remain a 
principal market in the Far East but 
that adventitious US business must 
now be _ written off. The relatively 
flourishing trade in diamonds of pre- 
war Shanghai has been taken over by 
Hongkong irrespective of the exploita- 
tion of the advantages offered by the 
unofficial exchange market here, 


Mongkong’s Future Business 


The legitimate business of Hongkong 
should comprise our purchasing of 
diamonds in Siam, Malaya and Java— 
usually low grade output—and selling 
them to inflation-ridden China, to the 
Philippines and minor markets. That 
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is the service and should be the ser- 
vice of Hongkong, to act as an entre- 
pot for producing end consuming 
areas. Although there may be en- 
countered some buyers’ resistance for 
a short while, coming as it alway does 
after an advance in prices, neverthe- 
less diamonds have found an increas- 
ing clientele in the Orient and the 
well-to-do seem progressively to take 
to this form of investment apart from 
appreciating diamonds for their sheer 
beauty, and the incessant. monetary 
inflation in China has given added 
‘momentum to the purchase of dia- 
monds as still another form of flight 
of capital into wealth preserving and, 
possibly, wealth increasing values. 


There may be some blockade run- 
ning by a few curb brokers, as _ it 
were, for instance by importing dia- 
monds into Macao (no import duty 
enforced) or Bangkok (a small import 
duty in force which rather frequently 
is evaded) and then smuggling them 
into Hongkong. However, as the im- 
porter has to pay for Ciamonds in the 
country of origin in hard currency or 
in Sterling at the unofficial crossrate 
very little if any profit can be made 
and therefore the possibility of smug- 
gling of diamonds from Europe and 
Africa into Hongkong can be ignored. 


A not unreasonable suggestion by 
several diamond dealers here aimed at 
a partial revision of the diamond 
control; since no doubt a_ small per- 
centage of imported stones is bought 
and retained here by the local public 
a certain quota for diamonds, the 
value of which in US$ should be ex- 
empt from surrender to Exchange 
Control, might have been established. 
Alternatively it was suggested that a 
larger quota may be granted but sub- 
ject to the surrender of, say, 50% of 
he value in US$ only, 


As, however, the 
themselves did not show unanimity 
and the establishment of a quota 
system would require an agreement . 
among the brokers prior to drafting 
proposals for the study of Government 
it appears certain that the present 
form of control over diamonds. will 
remain. In fact there are some good 
arguments in its favour not only from 
the point of view of Government who 
will for the benefit of the community 
earn more US$ but also from certain 
dealers who are all in support of the 
re-establishment of a regular market, 


dealers among 
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EXCHANGE & FINANCIAL MARKETS 


US$ TRANSACTIONS. 


As a result of diminishing demand 
by gold importers and the world-wide 
improvement in the unofficial Sterling 
crossrate the local quotation for US$ 
went down at the close of last week to 
$580 for T/T New York equalling a 
crossrate of US$2.75. The week’s 
highest and. lowest rates per US$100 
were as_ follows:—Notes 575—572, 
drafts 587—571, T/T 594—580 (cross- 
rates US$2.69—2.75). Supply of drafts 
from overseas Chinese was ample. 
Reports from Near Eastern centres 
suggest that demand for Sterling is on 
the increase. 


Last week’s sales on the native 
banks’ exchange totalled for T/T 
US$840,000, for drafts $270,000, and for 
notes $110,000 while outside the ex- 
change several large deals involving 
over. US$1 million were reported. In 
Shanghai T/T New York was quoted 
from CN$520,000, at the beginning of 
the week, to CN$700,009, 


GOLD TRANSACTIONS. 


A very hectic market transacted last 
week 12,530 taels on the spot exchange 
and an additional 42,200 taels on the 
native bankers’ exchange, as well as 
112,320 taels for delivery and 555,940 
taels for margin clearing (paper bars). 


Arrivals from Macao were estimated 
at 20,000 taels while shipments for 
Canton and Shanghai comprised about 
40,000 taels. 


Highest and lowest prices in HK$ 
per tael last week 341--32734. Highest 
and lowest crossrates per ounce US$48 
—$461%4. Shanghai opened CN$29/30 
million reaching the highest 
CN$4144 million per ounce. (equivalents 
HK$350 to HK$400 per tael). Canton 
opened HK$336/40 per tael topping 
342. Canton transacts on weak days 
between 3 to 4,000 taels, on strong days 
between 7 to: 8,000 taels. 


Rates at ports of supply abroad 
moved up from US$41 to US$42% per 
cunce as exports from Holland came 
to an end and other suppliers were 
only willing to make contracts at the 
basis of US$41% to 42% FOB Euro- 
pean or American port. Swiss sellers 
remain on the sidelines and expect 
still higher prices. 


If not for the “squeeze” conriected 
with the purchase of gold import 


licences here and in Macao the cif. 


Hongkong price including a reasonable 
profit for dealers shouid, even at the 
recently advanced free world market 
prices, not exceed US$45 per ounce. 
At current rates gold importers do not 
feel any inducement to bring in gold 
as there are more profitable markets 
in the Far East; however, the offtake 
there is limited and while larger mar- 


price 


gins are secured business remains 
small and gold dealers cannot expect 
these markets to absorb anything com- 
parable with South China. It is only 
the unprecedented progress of inflation 
in China, which has been of late quite 
out of hand, which is urging the Chi- 
nese to sink their funds, and invest 
their earnings, in gold. 


The stepped up depreciation of CN$ 
and the great easiness of cash in 
principal cities of China caused a much 
larger turnover than observed during 
the last three to four weeks and con- 
sequently the accumulations of gold in 
Macao have been considerably  re- 
duced. Replenishment of local and 
Macao stocks has been slow in coming 
since the presently rather low and al- 
most unprofitable price (in terms of 
US$) of gold shipments has brought 
only a comparative trickle of unload- 
ings in Macao. Another cause for the 
reduction of local gold stocks was the 
export of some gold lots to Indochina 
were prices of around HK$400 per tael 
were reported as obtainable; however, 
no illusions are entertained about the 
buying capacity of Indochina. 


SILVER TRANSACTIONS. 


Arrivals from Canton and Swatow 
continue on the weak side. Total sales 
last week comprised 34,000 taels in 
bars and ingots, $60,000 worth of 20- 
cent coins and $8,000 worth of dollar 
coins. Only three native banks are 
presently doing silver business, namely 
Hsin Hang, Lu Hing Hop and Chan 
Wan Fat. Dealers’ prices at the close 
ot last week $4.25 per tael, 2.70 per 
dollar coin and 2.05 per 20-cent coin. 
Very little interest at current rates was 
evinced by silver exporters although 
New York remains a good buyer at 
unchanged prices (74-3/8 US cents 
per lb.). 


BANK NOTE BUSINESS. 


Piasires were quiet and rates drop- 
ped us a consequence of lack of 
confidence in an early solution of the 
Franco-Vietnam political feud. Fur- 
thermore the demand for HK$ in Sai- 
gon and Haiphong coming from gold 
importers there injected a bullish trend 
in the TT Hongkong rate while exports 
from Indochina are slow in developing 
in volume. The local market sold 3% 
million piastres on the spot, and slight- 
ly over 1 million piastres for forward 
delivery. 


Nica guilders continued in strong 
demand and enjoyed a short period of 
rush buying when small speculators 
entered the market and cashed in on 
the boom. Guilders went up to HK$ 
44 per 100. Singapore was a heavy 
buyer of guilders, and increased In- 
donesian exports arriving in Malaya 
may cause further appreciation of the 
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Netherlands Indies currency. As gen- 
eral conditions in the Indies are liable 
to return to normalcy and trade and 
production are improving the value of 
guilder should not lag far behind its 
official parity. It will of course take 
several months before Indonesian ex- 
ports could bolster the unofficial for- 
eign exchange rate to such extent as 
to bring it into line again. Last week’s 
official and unofficial rates in Batavia 
were:—Straits $ one, officially, Nica 
guilder 1%; unofficially 4.60. US$ 
one, Officially, guilders 2.66; unofficial- 
ly around 15. 


CHINESE MONEY MARKETS. 


On April 6th, the ofhcial exchange 
rate of China was increased by about 
30% to CN$324,000 for TT New York 
and 972,000 TT London (cover rate) 
(Crossrate unchanged at US$3.) Cover 
rates for rupee 72,733, for HK$ 60,496; 
appointed banks are allowed to charge 
4,000 per US$ sold and bought, and 
12,500 per £ sterling transacted. 


Tne unofficial market started the 
week at 550,000 and reached 680,000 
closing 640,000 per US$1. HK _ notes 
cpened 97/102,000, topping 123,000, 
closing 114,000. Canton quoted HK$ 
98,000 highest, 82,000 lowest. 


Hongkong traded CN$_ spot notes 
per 1 million highest 1234, lowest 10%; 
fo.1ward notes highest 1144, lowest 9%. 
TY Shanghai 8%, and Canton 10% 
lowest. 


Sales on local market TT Shanghai 
CN$1,120 billion, TT Canton 120 bil- 
lion, spot notes 30% billion, forward 
notes 15 billion. 


Flight of capital from Shanghai to 
the South was again greatly in 
evidence, in spite of all prohibitions to 
the contrary the stream of Chinese 
bank notes pouring into Canton was 
extraordinary and the discount at 
which Shanghai dollars, in terms of 
dollars in Canton or other S. China 
trading places, were transacted was at 
one time almost reaching 20%, but on 
the whole moving around -15%. No 
official assurances and Nanking morale 
boosting appears to help arrest the al- 
most panicky flight of capital. With- 
in only 3 months of this year the de- 
preciation of CN$ in terms of HK$ 
amounted to almost 75%. 


The Manchurian currency, i.e. the 
legal tender issued by the so-called 
democratic administration in Harbin, 
has further improved in terms of Nan- 
king’s legal tender (which is called in 


Manchuria “Kuomintang dollar”); 
last week CN$ 50 were exchanged 
against one Harbin dollar. In Com- 


munist controlled North China _ the 
conversion rate has also advanced from 
previously CN$ 20 or 30 to around 40 
to 60 at present per one so-called de- 
macratic area dollar. 
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HONGKONG STOCK & SHARE MARKET 


Prospects for Business 


Although Companies’ profits are be- 
ing well maintained and not a few may 
show higher figures on working ac- 
count profit for the current year 
against 1947, and in spite of large and 
increasingly accumulating amounts of 
Chinese idle capital arriving from the 
North, share quotations remain on the 
easier side and, short of some specta- 
cular events abroad, there is not much 
feeling of optimism in higher rates. 


The local market, after a spell of 
excited and extensive trading which 
brought in its train generally higher 
prices, has now settled down, in the 
good old Hongkong fashion, to solid 
and stolid business transactions. Al- 
most all Public Companies are man- 
aged along. ultraconservative lines 
which does not permit of much display 
of imagination and investment ven- 
ture. Qn the whole, shareholders 
know what they can expect at the 
year’s end with earnings consistently 
high and a dividend policy, by & large, 
which strikes the balance between 
justified demands by shareholders for 
ketter profit-sharing and the improve- 
ment and expansion of the Companies’ 
undertakings. 


The share price is fundamentally de- 
termined by the yield and not so much 
by the improved earning potentiality 
of a Company, and as general ideas 
about the desired return on invest- 
ments have somewhat risen, compared 
to first part of last year, share quota- 
tions, in spite of higher 1947 dividends, 
have not materially advanced. The 
investing public expects, and therefore 
adjusts prices, to a yield level of about 
6% with regard to Utilities and about 
7% with regard to Industrials. 


Peculiarities of Local Market 


As the local share market remains 
a very limited affair—with no more 
than 12 to 15 active stocks—and the 
listing of new shares, except for rub- 
ber plantation shares which have not 
yet secured a really substantial and 
interested clientele, progresses . at 
snail’s pace, it is quite understandable 


that speculative buying and selling is. 


almost entirely absent. The vested 
interests in the Colony’s share market 
and the old residents, who regard the 
possession of stocks in Public Com- 
panies like precious heirlooms, deprive, 
for the better or the worse of share 
trading, potential investors of any but 


a very insignificant inducement to 
speculate. Even the inveterate Chi- 
nese custom of syndicate forrning for 
the purpose of driving up the rate of 
a particular stock by organised buying 
and then, at an opportune moment, 
liquidating at a moderate profit, has 
almost died out. 


There is probably no share market 
in the world which is so_ barren of 
rumours. While this fact most credit- 
ably would reflect on the high standard 
of the local financial community, it 
has narrowed trading and _ does not 
permit of the injection of the neces- 
sary stimuli for enlarging trading. If 
not for the recent and recurrent ster- 
ling devaluation reports from Europe 
and America all the hustle and bustle 
of last Januaty and early February 
would not have _ occurred. Share 
brokers here are singularly unproduc- 
tive of stimulating vy rumour peddling 
the market, an activity of their con- 
freres abroad which is almost as essen- 
tial for trading as advising and select- 
ing investment and speculative coun- 
ters, 


It is therefore no surprise to see 
that quite a few of both old-establish- 
ed and post-war share brokers have 
either, for the time being, turned their 
interests to other and more profitable 
fields or are doing share business only 
as a side line. Indeed only the broker 
who is at the same time also a jobber 
can be successful in a market like 
Hongkong. 


There are some so-called black mar- 
ket share brokers, i.e. individuals who, 
for want of a better occupation, engage 
in small-scale business soliciting 
among newcomers to the Colony. The 
fractional business, however, has also 
discouraged this group of brokers 
most of whom are now acting as run- 
ners for authorised brokers, i.e. firms 
or individuals who hold a seat at the 
Stock Exchange. The position of these 
brokers (about 58 members at present 
although the total number of seats 
available is 60) requires, in the in- 
terest of the general public, Govern- 
ment recognition and steps have been 
taken, several months ago, to secure 
such recognition. Government is 
studying this question now. 


Absorption of New Capital 


The stream of Chinese capital seek- 
ing investment here is not abating and 
it would appear that conditions in 


China approach now a very exception- 
al crisis. Although most of such 
flight capital is not the sort of money 
sinking itself in so conservative a 
market like Hongkong’s. stock market 
every month sees some absorption of 
Shanghai’s billions by local shares. 
This process of slow absorption was 
made possible only as a consequence 
of the issue of new shares by local 
Companies who either offered them at 
par or at reasonable premiums. 


For the current year there may be 
expected a few more such issues as 
fresh capital is required by several 
Companies who plan expansion of 
operations. Such issues will be taken 
up by old and new shareholders with 
the greatest of ease. Possibly another 
Government Loan instalment of $ 50 
million might be offered in 1948 
which, however, as with the first 
instalment, would only absorb trust 
funds and a limited amount of capital 
now kept in commercial banks in 
savings or fixed deposits. 


The floating of mew shares by 
Public Companies would appear to be 
most desirable from the point of 
view of channelling idle capital into 
productive enterprises, creating new 
opportunities for work and _ revenue. 
While many new private limited 
liability companies have been estab- 
lished in 1946 and 1947 and more 
promotions for the current year con- 
tinue, no Public Stock Company—ex- 
cept for two small ventures—has 
come out with a prospectus. 


The greatly accelerated business 
tempo of this Colony and the general 
high tone of prosperity should induce 
the establishment of new joint stock 
companies, especially in the fields of 
industrial promotion (textile mills, 
for instance) and entertainment and 
amusement (cinemas, sports palace, 
amusement centres of the popular 
Singapore and Shanghai variety). In 
case of enterprising business men 
coming forward with industrial pro- 
motion plans for the Colony, the 
Hongkong market is certain to sup- 
port any feasible scheme and _ place 
at the disposal of promoters all. the 
facilities and resources of the Colony. 


HONGKONG UNOFFICIAL EXCHANGE RATES (IN HKS) 
CN$ (per one million) 


, Gold per Tael Spot Forward S’hai Canton US (per 100) Powe 
April High Low High Low High Low T.T. TT. Notes Draft T.T. C$ Guilder Baht ote 
5 333 332 — 10% —_ Si2 — eo 
6 337% 328 12% 1 11% aft 10 11% 573 584 596 1134 38 2614 Beal 

7 338% 333 12% 1114 10%4 934 9 10% 573 584 592 11% 40 2614 us 
8 341 3344 11% 10% 10% 91% 8% 10 75 586 592 113% 39% 25% VE RU 

9 338 330% 11% 1034 10% 10% 83, 10% 573 577 590 11% 41% 2534 13 

10 332% 327% 11% 11% 1034 10% 84 10% Sta. Dr 580 11% 45 2534 13 


Due to a Chinese Holiday (Ching Ming Festival) the Exchange remained 


closed on April 5. 
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NECESSITY FOR MORE FREQUENT 
nonrereos INFORMATIVE RE- 


Shareholders rarely secure any  in- 
formation on the progress “or otherwise 
of the Company in which their money 
is invested. It seems to be the est- 
ablished practice of Company Direc- 
tors to inform shareholders only once 
a year, at the annual meeting, al- 
though business developments  par- 
ticularly during the last year should 
have made it imperative to issue to 
shareholders official information at 
least once or twice during the working 
year. Except for a select circle of in- 
fluential shareholders and a few 
brokers who seem to have access to 
several Company Secretaries’ sanctum 
the general shareholder has to rely 
on unofficial reports and ‘market 
rumours to assess the value of his in- 


vestments and take steps to adjust 
them in the light of this unofficial 
information, 


An investor in common shares is a 
a partner in the business represented 
by the shares, and so entitled to 
fullest information at all times. En- 
lightened managements should realize 
that, especially in these days of rapid- 
ly-changing conditions, there is definite 
need for information more often than 
once a ‘year. They should be more 
than willing to issue quarterly state- 
ments, without compulsion, 


One objection, often raised, is. that 
interim statements are subject to year 
end adjustments. and that some busi- 
nesses are seasonal, giving  share- 
holders a dilstorted picture. Reports, 
however, are published quarterly in the 
United States, and U.S. companies are 
not criticized for misleading share- 
holders, 


Where companies do not jssue in- 
terim reports, at the annual meeting 
this year shareholders concerned. with 
this question might well ask executives 
that they be issued. If not attending 
the annual meeting, shareholders might 


write their company executives, 
Where the demand becomes vocal, 
there is more likelihood of some 


actions being taken in response to it. 


In the case of companies being 
engaged in large programs of e€xpan- 
sion, plant modernization, etc., execu- 
tives should give shareholders full 
particulars: on the cost and the work 
involved and also the ultimate benefit 
which will accrue from the expendi- 
ture. This will put them in a better 
position to judge the effect on the value 
of their interest in the cornpany. Pro- 
gress up to completion should be re- 
ported in succeeding quarterly reports, 
to enable shareholders to follow the 
program through. 


Chairmen’s Reports 


The annual report is a critical piece 
of corporate literature and it is there- 
fore necessary that Company directors 
plan their reports well in advance and 
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with care. Because of the prestige 
and authority inherent in a good re- 
port, it is frequently advantageous to 
use it to convey company policy, 
achievements, product information and 
plans to employees, customers and 
residents of the Colony, as well as to 
the shareholders. Moreover, the 
widening, changing stockholder groups 
have created demands for more diverse 
information of the corporation beyond 
the basic financial statements. Inclu- 
sion of this additional information 
leads to a need for a presentation that 
is interesting, graphic, readily under- 
stood and complete. Proper use of 
the foregoing ingredients and devices 
will help to achieve the desired re- 
sults. 


bad * * * 


REVIEW OF THE MARKET FOR 
APRIL 5 TO 9:— 


The market continued to drift list- 
lessly during the week. Conditions 
generally were on the quiet side, and 
prices gave way slightly in declining 
volume, except in a few selective is- 
sues: There was, therefore, a not un- 
expected decline in volume, which to- 
talled 81,914 shares of an approximate 
value of $2,800,000. These figures are 
derived from sales actually reported. 

There were no signs during the week 
under review to indicate any immedi- 
ate change in trend. Observers feel 
the market is. reflective of the condi- 
tions prevailing in business generally 
due to several factors, some of which 
are too uncertain to formulaie a de- 
finite opinion at the present time. This 
no doubt is the underlying reason of 
the cautious attitude being displayed 
by traders who appear to be accumu- 
lating only selected stocks. 

Following the Budget Speech in Lon- 
don the pressure on sterling appeared 
to have eased for the time being, at 
any rate. The danger of inflation is, 
however, still extant, and will only be 
removed by increased confidence in 
sterling the world over. 


Price Index 


The Felix Ellis price index showed a 
net loss of .82 compared with the close 
of the prévious week, and hit a new 
low of 144.59 for the year. Day-by-day 
his averages were: Apr. 5, 145.34; 
Apr. 6, 145.16; Apr. 7, 145.06; Apr. 8, 
144.74; Apr. 9, 144.59. The high for 
1948 was 148.68 on February 12. The 
high and low for 1947 were 155.82 and 
123.88 vespectively. 


COMPANY REPORTS 


The Report and Accounts of the 
DAIRY FARM ICE & COLD 
STORAGE Co. for 1947 show a marked 
improvement in the financial position 
of the company compared with 1946. 
While the net profit was $2,308,264, a 
decline of about 7 lakhs, this is ac- 
counted for in part by the increase of 
$87,062 in depreciation and the writing 
off of $446,392 in respect of improve- 
ments in leased properties acquired 
during the year. In other respects 
compared with 1946, after allowing for 
the dividend declared amounting to 
$1,173,340, there was a net increase in 
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the Assets of $1,832,562, exclusive of 
the amount written off for improve- 
ments, which is made up as follows: 


Increase in Fixed Assets, 


after depreciation ...... $ 739,442 
Excess of Current Assets 
cver Current Liabilities, 
less $206,617 being the ex- 
cess’ in 1946 Pena een; 1,093,120 
$1,832,562 


The Accounts of the HONGKONG 
LAND INVESTMENT & AGENCY Co. 
Ltd., for 1947 also reveal an improve- 
ment in the. financial position. This 
was mainly accounted for by the sale 
of property which’ netted $3,398,102. 
While the gross profit showed an in- 
crease of approximately $350,000 there 
was little change in the net profit. On 
the other hand Fixed Assets increased 
by $561,000, while Current Assets and 
Investments exceed Current Liabilities 
by $2,637,946 as against a deficit of 
$2,259,346 in 1946, or a net improve- 
ment of $5,458,332, after allowing for 
the usual depreciation and the dividend 
declared. However, the capital was in- 
creased during the year by 96,983 
shares which accounted for $4,849,150. 


Dividend Payments 


The Shanghai Dock & Engineering 
Co. have declared .7Ucts. H.K. currency 
payable in HK. The annual meeting 
will be held on the 13th May. 


The HK & Whampoa Dock Co. have 
ceares a dividend of .70 cts. less tax 
(10%). 


Business Done 


GOVT. LOANS: 342% 1948 @ 101. 

BANKS: HK BANKS @ 2035,2040; 
East Asia @ 137. 

INSURANCES: Cantons @_ 400; 
cae @ 790,705,790; HK FIRE @ 

SHIPPING: WATERBOATS @ 39. 

DOCKS & GODOWNS: WHARF old 
@ 170 & 172%, new fully paid @ 160, 
new partly paid @ 105; DOCKS @ 


3:,31%, 31%, 32%, 31%, 31, 
304%; PROVIDENT @ 23. 
MINING: RAUBS @ 6.70 & 6.80. 
HOTEL & LANDS: HOTELS @ 


184%, 18%4 18.35, 184%; HK LANDS @ 
87 cum div and 83% 838, 8242 ex div; 
HUMPHREYS @ 24. 

UTILITIES: TRAMS @ 23, 2234, 23, 
2234, 23, 22.85, 2234; PEAK TRAM old 
@ 23; STAR FERRY @ 130; YAUMA- 
TI FERRY @ 50, 51; CHINA LIGHT 
old @ 24, 24%, 24.20, 24%, 24.10, 
24%, 24.15, 24, new 19%, 19% 
ELECTRIC @ 51, 51%, 51, 5042, 50%, 
50; TELEPHONE old @ 46, 45%, 45, 
44,, and new @ 43. 

INDUSTRIALS: . CEMENT @ 42%, 
43; ROPES @ 21, 20%, 20.90; DAIRY 
FARM @ 5434. 544%; WATSON @ 50% 
and Rights @ 26.85, 26.60. 


STORES: LANE CRAWFORD @ 
51, SINCERE @ 8.90; KWONG SANG 
HONG @ 205. 

MISCELLANEOUS: CONSTRUC- 


TION old @ 64. 
COTTONS EWOS @ 18%, 18. 
RUBBERS: RUBBER TRUST @ 
3%, 35%; SEMAGAGA @ 1.20, and 
TEBONG @ .85 cts, 
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SHIPPING REVIEW 


HONGKONG SHIPPING REPORT FOR THE 
FIRST QUARTER OF 1948 


Registering a 20 percent improve- 
ment over the corresponding period of 
last year, the total tonnage of ocean- 
going and river shipping that entered 
from and left the Colony for abroad in 
the first quarter of 1948 amounted to 
4,345,922 tons. Of this total, sea- 
going vessels accounted for 3,723,456 
tons and river steamers for 612,466 


tons. 
‘These 1,462 sea-going and river 
ships hauled into and out of the 


Colony 838,059. tons (deadweight) of 
commercial cargo, excluding Govern- 
ment and H.M. Forces stores, and 333,- 
635 passengers, When compared with 
the corresponding period of last year, 
the tonnage of commercial cargo dis- 
charged and loaded for the current 
quarter showed a_ drop of about 10 
‘percent and the number of passengers 
registered an increase of 26 percent. 


OCEAN & RIVER STEAMERS 
~--for the first quarler of 1948— 


Total Tonnage Passengers 

Arr. Dep. Arr. Dep. 

Jan. 723,383 687,156 54,817 52,242 

Feb. 638,558 653,780 43,780 42,290 

Mar, 821,519 821,526 72,394 68,112 
Total 


2,183,460 2,162,462 170,991 162,644 


COMMERCIAL CARGO 


Following is a summarised table 
showing the total tonnage of commer- 
cial cargo hauled into and out of the 
Colony by ocean-going and _ river 
steamers in the first quarter of 1948: 


Month Discharged Loaded 
JANUATY) ite cnt. eles » 192,385 96,892 
PREOPUGTY) 25 Sossieue's 227,938 83,629 
Marchixy rites. one 149,273 87,942 
Votalnngss vir sarts 569,596 268,463 


JUNKS AND LAUNCHES 


The aggregate tonnage of motor and 
sailing junks and launches engaged in 
foreign trade between Hongkong and 
South China river ports and Macao in 
the first quarter of this year, from 
January through March, totalled 334,- 
340 tons, or 23 percent better than for 
the first quarter of 1947. 


The'junks and launches brought into 
and out of the Colony 94,757% tons of 
commercial cargo and 18,286 passen- 
gers. The quantity of commercial cargo 
they discharged and loaded in the cur- 
rent period is about 10 percent better 
than the corresponding period of last 


year, 


Following are the returns of motor 
and sailing junks and launches under 
60 tons each in foreign trade in the 
first quarter of 1948: 


Arrivals 


Tonnage of Vessels 
Launches Junks 


SP OUIOU LIA) aie a 5,132 117,447 

FC OSUCT Ui tears tae 4,163 85,351 

Marehvie Accs. chee 4,826 117,421 

TOCA Gee iat hoe 14,121 320,219 

Tonnage of Cargo 

Launches Junks 

VGVUOTUS er vaaidels 149% 37,426 

FeDIUany om. wtsie are 6 38 25,008 

IM Or Ghipethennter oes a0 142% 31,994 

Totalon nena 329% 94,428 
Departures 

Tonnage of. Vessels 

Launches Junks 

JORUGTY) - A. wae oy cake §,493 117,862 

PCOTUCT Urs 8, ee 3,694 87,947 

IVI Cli aaaree: aerate ts 6,676 121,495 

AOL Reins en Bice 13,863 327,304 

Tonnage cf Cargo 

Launches Junks 

VORUATUE “aad. uses 428 11,206 

THAI 2 V5 eS 421 10,531 

March whic. 3 ; 402 6,797 

NOU Necachae hone 1,251 28,514 


HONGKONG SHIPPING 
REPORT FOR MARCH 1948 


The total tonnage of ocean-going and 
river shipping that entered from and 
left for abroad in the month of March 
registered ‘a record high since’ the 
Colony’s harbour was opened to com- 
mercial navigation after the Japanese 
surrender. 


The month’s tonnage bettered the 
previous post-war monthly record of 
1,467,398 tons registered in Octover 
1947 by no less than 174,647 tons, or 
12 per cent. When' compared with the 
previous month, the present tonnage 
showed an improvement of 27 per cent 
rising from February’s 1,292,338 to 
1,643,045 tons in March. Of the total, 
ovean-going -vessels accounted for 
1,431,541 tons and river steamers were 
responsible for 211,504 tons, the former 
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recording an increase of 30 pér cent 
and the latter an improvement of 10.5 
per cent over ‘their respective figures 
tor February. 


With ithe exception of the’ Danish 
flag, the tonnage of vessels of other 
nationalities all. showed considerable 
improvement over February. The most 
striking increase was achieved by 
Chinese ships the tonnage of which in 
the current month amourted to 147,- 
650 tons, or 63 per cent better than 
jlast month. The tonnage of the Union 
Jack showed an improvement of 25.8 
per cent; of the American flag 31 per 
cent; of the Dutch flag 31 per cent; 
and of the Norwegian flag 27 per cent. 
The bottoms of Danish steamers, how- 
ever, registered a 47 per cent drop 
against the last period. 


Ancther interesting feature recorded 
in March was the resumption for the 
first time after the war of the services 
of an Egyptian ship to the Far East. 
The ship flying the Egyptian flag was 
the s.s. Al Sudan who made a trip 
from Port Said to Shanghai via Sin- 
gapore and Hongkong toward the end 
of March. She was built in the United 
States in 1944 and is capable of ac- 
commodating 175 cabin passengers and 
270 deck passengers. The local agents 
for this ship are Messageries Maritimes. 


According to the shipping, returns 
of March, British vessels as usual 
topped the list with 45 per cent of 
the total. American ships remained, 
like before, in the second place with 
19.8 per cent, Dutch steamers were 
third with 9.8 per cent, Chinese boats 
fourth with 8.8 per cent, Norwegian 
ships fifth with 6.7 per cent and vessels 
of other flags accounted for the rest 
of 9.9 per cent. 


Ocean Shipping 


Of the 1,431,541 tons of sea-going 
vessels recorded in March, British 
steamers claimed 40.5 per cent, Ameri- 
can ships 21.9 per cent, Dutch ships 
11.4 per cent, Norwegian boats 7.7 
per cent and Chinese vessels 7 per 
cent, while other flags accounted for 
the remaining 11.5 per cent. European 
shipping, excluding U.S.S.R. and Bri- 
tish flags, came up to 398,567 tons, 
or about 29 per cent of March’s total 
ocean tonnage. 


River Shipping 


The position in river traffic remained 
unchanged with British vessels ac- 
counting for 76 per cent, Chinese 
steamers for 22.2 per cent and Portu- 
eth boats for the rest of 1.8 per 
cent. 


To avoid cut-throat competition in 
freight rates, about 10 Chinese river 
shipping firms held several meetings 
during March and decided on a joint 
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FOR THE MONTH OF MARCH 


(1) OCEAN STEAMERS 
Arrivals Departures Total 
Flag No. Tonnage No. Tonnage No. Tonnage 
Britishieeeter..te toes cee 112 291,869 110 287,079 222 578,948 
FATMCPTICAN M Oi ncrcc hoe se ls 30 153,676 31 160,077 61 313,753 
(G1 A CCPCTER ene 5 eer ence 30 53,044 24 47,591 54 100,635 
HDEVV TY “Stone aD oor omCate Se Los937, C203 “1s 36974 
PUT CI EY. 5 rcv-rateteitorss arene 15 176,110 17 £86,454 32 162,564 
SY Deane Winsett os cles ate i 5,029 1 5,029 2 10,058 
Mrenchegae. acctiwecanrat 3 9,297 3 9,297 6 18,594 
Greek tent e eee ee eens 1 4,364 1 4,364 2 8,728 
Norwegian ............ 25) 545750 266,772) 51111522 
Panamanian ........... 5 13,961 4 13,402 9 27,363 
PRG pines Wyre csc he eee ¢ 8 19,515 “f 16,570 15 36,085 
Portuguese” 9.0. pec cen: 2 966 24 966 4 1,932 
US.S.R. Ae Bae BRI. i] 3,553 — — 1 3,553 
Swedish Fatasiganiters sycie, seeke 4 13,467 2 7,365 6 20,832 
Total Foreign ...... 130 423,696 124 428,924 254 852,593 
Total” ercopist cea Se 242, 715,538 234 716,003 476 1,431,541 
(2) RIVER STEAMERS 

WSLIVISH es occ eee cies 148 =30,747 147 80,037 295 160,784 
Chinese meres rs. cee 131. 23,239 «133 «©=-23,776 +264 47,015 
POrtuipueses . ena. an oe i 1,995 6 1,710 13 3,705 
Total Foreign ...... 138 §=.25,234 139 25,486 277 50,720 
ERO MM dts craysrecauttrsuefars 286 105,981 286 105,523 572 211,504 


measure under which freight rates will 
be increased to $3 per picul (133.3 
pounds) from the previous 90 cents 
charge. The new rates, however, did 
not come into force during March and 
are expected to be charged in the 
near future. 


Commercial Cargo 


Despite the tremendous increase :n 
the tonnage of shipping, the amount 
of commercial-cargo hauled into and 
out of the Colony by the 1,048 ocean- 
going and river steamers in March 
showed a decrease of 56,350 tons, or 
nearly 20 per cent against February. 
This reflects the general depression of 


trading by Hongkong’s merchant 
houses. 
The commercial cargo, excluding 


H,M. Forces and Government stores, 
amounted to 237,215 tons (deadweight). 
These were 141,574 tons discharged 
and 81,980 tons loaded by ocean-going 
vessels and 7,699 tons discharged and 
5,962 tons loaded by river steamers. 


Passengers 


The number of passengers arrived 
from and left for abroad on ocean- 
going and river steamers in March 
showed a tremendous increase of 
54,436 persons, or 63 per cent over the 
previous month. Arrivals were 32,389 
by ocean-going ships and 40,005 by 
river boats; departures were 25,729 and 
42,383 by sea-going and river steamers 
respectively. 


Bunker Coal & Oil 


The 476 sea-going vessels and 572 
river craft bunkered 12,144 tons of 
coal and 21,897% tons of oil. The 
former loaded 9,875 tons of coal and 
19,98142 tons of oil and the latter took 
on 2,269 tons of coal and 2,616 tons 
of oil. 


JUNKS & STEAM LAUNCHES 


Trading by junks and launches with 
South China river ports and Macao 
further improved in March during 
which period a total of 248,418 tons 
of such craft under 60 tons each came 
from and left for abroad with 39,3354 
tons of commercial cargo and 7,142 
passengers. 


Against the February figures, the 
tonnage of craft was improved by 
67,263 tons, or 37 per cent, tonnage 
of cargo by 3,337% tons, or 10 per 
cent, and number of passengers vy 
2,025 persons, or 40 per cent. 


In the month, 663 junks, boats, laun- 
ches and other types of craft, including 
14 motor junks, were granted licenses 
by the Marine Department. In addi- 
tion, 39 launches and motor boats were 
also licensed. 


Following are the returns of motor 
and sailing junks and launches under 
60 tons each engaged in foreign trade 
in March: 


363 


Improved Port Facilities 
In Hongkong 


The China Provident Loan & Mort- 
gage Co, Ltd., one of the three leading 
warehouse operators in the Colony, are 
now preparing the construction of a 
new jetty for ocean and river shipping 
which, upon completion, will greatly 
facilitate the process of loading and 
unloading of cargo and the movement 
of passengers. The Company owns at 
present over 190,000 square feet of o- 
down area in addition to godown space 
of some 92,000 s.f. which has suffered 
destruction by enemy action, 


The jetty and transit shec design en- 
visages a structure 770’ long and 205’ 


wide and comprises:—Two wharves 
87°€” wide and 660’ long. These are 
capable of accommodating four large 


coasters. With comparatively little 
dredging there will be 30’ water at Low 
Water Spring Tides, 


At the existing seawall on Con- 
naught Road West there is a 110’ re- 
clamation, of which 40’ will be used as 
an open compound or car park, and the 
remaining 70’ as a site for a small cold 
store, wharfingers offices, engineer’s 
store ete. 


On the first floor of this section will 
be the Company’s main offices, and a 
Passenger Control area of about 4,000 
sq. ft. given over to customs, medical 
and immigration authorities. Ttas 
prcposed to bring the First class and 
deck passengers direct from the ships 
by way of covered passenger gantreys 
to the enclosed passage on the roof, 
thence to the Passenger Control Area. 
After formalities are completed, the 
passengers will disperse by way of 
staircases or lifts direct to the street, 
By this method passengers and the au- 
thorities will be segregated from the 
cargo operations. Passengers boarding 
the steamers will similarly go through 
the Control Area, and control of smug- 
gling should be possible, thus the heavy 
fines imposed. in China and elsewhere 
on the ship be obviated. 


The wharves will be as _ fully 
mechanised as local conditions allow, 
and cargo will be loaded or landed by 
electric Semi-Portal Cranes having a 
lifting speed of about 120’ per minute. 
Import cargo will be landed direct on 
to trucks and towed into the transit 


ARRIVALS 


Tonnage Tonnage 
of Vessels of Cargo 


DUNKS a eieicetes 317,421 31,994 
Launches 4,826 142% 
Total Bran i 122,247 32,136% 
DEPARTURES 
DUNKS saeco. 121,495 6,797 
Launches 4,676 402 
Total | ce, dase 126,171 7,199 
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sheds by power-mules, or, where pos- 
sible, moved by fork lifts, The first 
floor of the Transit Sheds will be one 
large continuous floor over the lower 
transit sheds, Bonds, roads etc. with 
no obstructions except two lines of 
pillars spaced 45’, 40’ & 45’ over the 
walls of the covered roadway. This 
floor will be served by the semi-portal 
cranes on to cargo gantreys, whence 
the cargo will be removed by trucks 
or fork lifts as on deck level, Cargo 
will be delivered by a reverse process 
to ships, and by chute or power con- 
veyer to land vehicles in the covered 
roadway. 


The covered roadway between the 
transit sheds will be 40’ wide allowing 
amnle svace for vehicles to be parked 
either side and two streams of moving 
traffic. The road is 3’6” below wharf 
level to facilitate lorry loading. 


‘When this wharf is completed, and 
‘equipped as outlined above, the loading 
and unloading of vessels will be mucn 
expedited will save at least one day in 
turn-round which should appeal to the 
shipowners. 


The scheme has been approved in 
principle by Government. It is es- 
timated_on the basis of the preliminary 
plans that this scheme will cost $5,000,- 
000 including the necessary cranes and 
machinery which will necessitate the 
issuc of new capital by the Company. 
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Great Progress of British 
Shipbuilding 


The most arresting fact in the latest 
return issued by Lloyd’s Register of 
Shipping is that the United Kingdom 
is building more ships than all the 
rest of the world put together. Out of 
the total of 2,111,886 tons gross of 
ships launched in the world during 
1947, no less than 1,202,024 tons were 
from British yards. The latter ton- 
nage is 57 percent of the total, and it 
compares with 53% percent, in 1946 
and 34 percent in 1988. Nearly one- 
third of British built ships was launch- 
ed for owners overseas, and the “ex- 
port” of British built ships was nearly 
three times larger than in 1946. The 
principal countries for which British 
built ships were launched in 1947 in- 
cluded France, Norway, Portugal. Den- 
mark and Holland, in addition to Bri- 
tish Dominions. Other countries were 
Argentine, Brazil, Chile, Egypt, Ice- 
land, Panama, Sweden, and Switzer- 
land. : 


At the end of 1947 the tonnage of 
ships under construction in United 
Kingdom shipyards was just under 
two million tons, a figure which is 20 
percent higher than at the beginning 
of the year. Moreover, it is particular- 
ly encouraging to note that despite 
war losses unparalleled in history, the 
tonnage of Britain’s mercantile marine 
has already been restored to 16,500,000 
tons gross, or to within. 1% million 
tous of its 1939 tonnage. 
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COMMERCIAL MARKETS 


CIIINA PRODUCE MARKETS 


Tung oil business has recovered from 
the dull period witnessed earlier this 
year and cargo is again moving in and 
out of the Colony. Native dealers 
charge less for their goods as New 
York rules weak and sentiment there 
is opposed to Chinese State trading— 
tung oil being increasingly monopolis- 
ed by the Nanking Govt. through vari- 
ous agencies. 


Local prices were down to $146 per 
picul, ex godown and excl. drums, 
while New York was. reported to be 
paying from 23 to 24 US cents per lb. 
After ‘surrendering 25% of the export 
bills to local Exchange Control there 
was, still a profit of around 7% to be 
made when shipping to the U.S. Ex- 
ports to Europe have come much to 
the fore and business offers better 
prospects on account of sterling pay- 
ments. 


Other vegetable and*essential oils in 
the local dealers’ market quoted last 
week as follows: cassia $900 sesame 
260, peanut 157/62, cocoanut 155, rape: 
seed 102/5, teaseed 163/70 (per picul). 
But for rapeseed cocoanut and oil 
there was very little business done. 


Metals and minerals exporters show- 
ed more interest particularly in wol- 
fram ore. Sellers calculate their prices 
on the basis of New York quotations 
but business is not always put through 
at such a basis. Wolfram ore quoted 
$360, antimony around $190, and Yun- 
nan tin nominally at over $500. Tin 
merchants base their prices on the fix- 
ed New York price (94 US cents per 
lb) taking into consideration the local 
requirement by Exchange Control to 
surrender 25% of export bills (e.g. 90 
US cents per lb. 75% of which are 
computed at the current TT New York 
rate and 25% at the official exchange 
rate). In case of antimony the price 
indication is also supplied by the New 
York price of -844% US cents. Most 
Chinese wolfram and antimony busi- 
ness is handled by the Chinese Govt’s 
National Resources Commission in 
Hongkong as_ smuggling has been re- 
duced after the active assistance ren- 
dered by Hongkong Govt. as from the 
beginning of this year. Korean wol- 
fram continues to be re-exported by 
private merchants. 


CHINA EXPORTS 


The export licences issued for  so- 
called China Exports which are under 
control by Import & Export Dept. for 
the month of March were as follow:— 
Antimony 5,383 piculs, Tin 6,688, Wol- 
fram ore 9,171 (including ore from 
Korea); Tung oil 40,190 piculs, Rape- 
seed oil 12,275; Tea 3,451; Bristles 
2,182; Cotton yarn 3,105 piculs (of 
Chinese origin only). 


The total number of export licences 
in March for the above 8 commodities 
was 401, of which 232 concerned re- 
gistered stocks and 169 new imports 
covered by a Chinese Certificate of 
Origin (ie. proof that the Chinese ex- 


porters in S. China had surrendered 
exchange proceeds or otherwise made 
their arrangements with the Chinese 
authorities). 


Registered stocks and licences issued 
for re-export of the 8 China Export 
articles as at February 29, were pub- 
lished in our issue of March 17, p. 264. 


EXPANSION OF STATE TRADING 
IN CHINA 


Central Trust of China is proceeding 
with its program of: purchasing tung 
oil at fixed prices (which are periodic- 
ally revised in tune with the deprecia- 
tion of the Chinese currency) and is 
currently organising its system of 
“Purchase of exportable commodities 
at officially fixed prices.” As the sys- 
tem progresses so does the opposition 
against it by. private traders, growers 
and crushers. It is obvious that in a 
competitive market where prices are 
ruled by supply dnd demand the tung 
oil dealers should obtain for their own 
and the growers’ benefit better returns 
than in an economy where the coller- 
tion and export of native produce is 
undertaken for the purpose of earning 
exchange for the Treasury. 


NEW TYPE OF WOOL FABRIC FOR 
TROPICS 


Two London firms, Courtaulds Ltd. 
and Silkella, have succeeded in manu- 
facturing a new type of wool fabric for 
tropical use, which, in expert opinion, 
will revolutionise tropicai clothing. The 
new fabrics, 95 per cent. wool and five 
per cent, artificial silk, are made in 
various thicknesses and weights from 
one-and-a-half ounces to seven ounces 
per square yard. They are, however, 
four times as strong and resistant as 
pure wool and have the further ad- 


vantage of being far less liable to 
shrinkage than ordinary woollen 
materials. 


IMPORTS FROM GERMANY, BEL- 
GIUM AND “HARD CURRENCY” 
EUROPEAN COUNTRIES 


As a consequence of the extension of 
the list of European hard currency 
countries, as far as the sterling area is 
concerned, the Colonies, and Hongkong 
with them of course, are liable to ex- 
perience growing difficulties when in- 
tending to import commodities other 
than of the essential type. Most im- 
portant, European sources of supply of 
industrial raw materials for iocal fac- 
tories’ use, chemicals and pharmaceu- 
ticals, a limited range of fabrics etc. 
have been Belgium, the Netherlands, 
Italy, Switzerland and, of late, the 
western part of Germany occupied by 
British and American forces and 
named “Bizonia.” Just at a time when 
it appeared as if Germany was to re- 
sume her exports to Far Eastern mar- 
kets, the exchange difficulties in the 
bizone curbed this development; the 
German bizone mark is now to be re- 
garded as a hard currency as all pay- 
ments for German exports will have 
to be in US dollars. Hongkong’s in- 
ceptive import business: will, therefore, 
only be possible within the limits of 
essentiality. 
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With regard to bizonal German cot- 
‘ton cloth exports the British Board of 
Trade has proposed a scheme which 
cought to facilitate somewhat the flow 
of international trade and_ benefit the 
import needs of the Colonies. For 
cotton cloth for which contracts 
were signed and approved in Bizonia 
before January, 1948, the colonies 
should grant import licences without 
regarding them as hard currency ex- 
penditure, For cloth bought since the 
beginning of 1948, the colonies may al- 
so grant import licences, but the pro- 
portion of the final cost which repre- 
sents the non-sterling cost of the raw 
material or the cost of manufacture in 
Germany must be counted as hard 
currency expenditure. Finished cloth 
bought outright for direct shipment to 
the z~olonies must count wholly as hard 
currency expenditure. Import licences 
will be issued jn accordance with this 
policy at the discretion of individual 
colonies in the light of their own posi- 
tion as regards both supplies and bal- 
ance of payments. In exercising their 
discretion, the colonies will continue to 
restrict imports of, among other goods, 
cotton linings and- poplins. British 
firms’ use of he capacity of Bizonia for 
supplying the colonies took various 
forms: outright cloth purchases for 
direct shipment; British imports of 
German grey cloth for finishing for re- 
export; British firms supplying raw 
material for partial or complete  pro- 
cessing in Bizonia for re-export. 


Hongkong’s shipbuilders are at pre- 
sent still dependent, to a considerable 
extent, on the supply of metal and 
steel plates from Belgium but official 
exchange allocations can only now be 
allowed in exceptional cases as the 
Belgian franc shows every sign to grow 
still harder. Only on account of the 
virtual exhaustion of local stocks of 
steel plates (of % and %4 inch) held 
by dockyards and dealers Exchange 
Control here is considering the alloca- 
tion of sufficient Belgian francs to keep 
work in the dockyards going. Impor- 
ters of Belgian heavy chemicals have 
been compelled to pay for francs. at 
the unofficial rate, i.e. in most cases 
Sepoaag business on the unofficial 
TT New York basis. 


BRISK HONGKONG EXPORTS 


During the .last few weeks brisk 
shipments were reported here of local- 
ly manufactured goods, produce from 
China and other Far Eastefn coun- 


tries: —Vegetable and essential oils: 
Aniseed, cassia, tung, peppermint.- 
Various produce:—seagrass, rattan, 


bamboo, cassia lignea, cane webbings, 
feathers, bristles, human hair, hog hair, 
Chinese herbs, tsinglee canes, hides 
and skins, shellac, cardamon, tea, 
galangal, garlic, wolfram ore, mica 
splittings, tin, antimony. 


Hongkong manufactured -‘goods:— 
Sonate ginger, rattan furniture, bas- 
ets, watch bands, bamboo ware and 
baskets, firecrackers (very large 
amounts to U.S. and Canada), seagrass 
rugs, electric torches and bulbs, lan- 
terns, rubber shoes and goods, cotton 
piece .goods, vests, shirts, etc., needles, 
vacuum flasks, silk piece goods, elec- 


FAR EASTERN ECONOMIC REVIEW 


trical appliances, bakelite ware, pen- 
cils, earthen and _ porcelain’ ware, 
enamel ware, umbrellas, metal and 
hardware, buttons, glass ware, cam- 
phor wood chests and furniture, teak- 
wood tables and _ furniture, cotton 
sarongs, felt hats and caps, Chinese 
medicines and spices, etc. 


Smaller re-exports comprised : — 
linen and other embroidery, napery, 
Swatow drawn work; sisal hats; cotton 
lace; camphor and camphor powder; 
agar agar; soap; milk; raw cotton; o!d 
metal and scrap, etc. 
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HONGKONG IMPORTS & 
EXPORTS OF SELECTED 
CARGOES FOR 
FEBRUARY, 1948 


WOLFRAM 
Imports Exports 
Quan- Value Quan- Value 
Countries tity tity 
Piculs $ Piculs $ 
S. China 8590 2877250 — — 
Macao 136 39251 — — 
Sweden oe — 252 97860 
U:S.A. — — 420 176409 
Total 8726 2916501 672 274260 


ANTIMONY 


No Imports recorded. Exports were 
827 piculs valued at $114,639, to the 
US. 


TIN INGOTS OF CHINESE ORIGIN 


Imports Exports 
Quan- Value Quan- Value 
Countries tity tity 
Piculs $ Piculs $ 
U.K. —_— — 164 69188 
S. China 2668 1087142 — — 
S. America — -— 504 245600 
U.S.A. — — 1176 583968 
Total 2668 1087142 1844 898756 


TIN INGOTS, NOT ELSEWHERE 
STATED 


Only imports recorded, from Malaya 
of 665 piculs, $330,176. 


TINPLATES 
Imports Exports 
Quan- Value Quan- Value 
Countries tity tity 
Piculs $ Piculs $ 
U.K. 2596 178126 — — 
S. China — — 635 41859 
Siam — — 150 12000 
U.S.A. 8522 329411 — — 
Total 507537 785 53850 
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ANISEED OIL 


Imports from S. China: 
for $260,098. 


522 picu’s 


Exports 
Quantity Value 
Piculs $ 
United Kingdom 241 111,608 
ETranece: on cect 286 142,306 
French Indo-China ... 6 3,000 
INOYWEy oie eo totter 3 1,716 
Switzerland= .. 0... <0. 47 27,800 
Total. .c..cescneseee 583 286,429 
CASSIA OIL 
Imports Exports 
Quan- Value Quan- Value 
Countries tity tity 
Piculs $ Piculs $ 
U.K. — — 3 4417 
S. China 3} 3000 oo oe 
Macao 21 20598 — -— 
U.S.A. — — 32 31500 
Total 24 23598 35 35917 
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THE MALAYAN MARKET AND 
TRADING WITH MALAYA 


(By L, F. Joubert, Trade Commissioner for the Union of South Africa in 
the Far East, Singapore*) 


In recent months a greater degree of 
selectivity has characterised the Mala- 
yan market. Malaya was ‘starved of 
all imports during the Japanese occu- 


pation. Orders placed by the Military 
Administration for restocking the 
country and for meeting civil 


needs, were late in arriving; specula- 
tive exporters of sub-standard and 
poor quality wares made good whilst 


their opportunity lasted. Speculative 
importers, too, found that “anything 
could be sold” at highly satisfactory 


profits. But both parties remained in 
the game too long. Malaya is to-day 
overstocked with foodstuffs, cosmetics, 
toiletries, bazaar sundries and some 
classes of textiles, but overstocked 
only in the sense that sub-standard 
goods are not now moving from 
dealers’ warehouses or retailers’ 
shelves. The market for, products of 
gcod quality remains firm. 


The recession in the price of rubber 
has not been without some repercus- 
sion on the consumer market, but has 
shown itself rather in more selective 
purchasing by consumers than in a 
general weakening of demand. Retail 
prices far sub-standard, goods in 
general have fallen considerably but 
withou, sales being maintained. In 
particular, the ‘market for foodstuffs 
and liquor of low quality has become 
sluggish, and recent sales of very 
large guantities of surplus canned 
foodstuffs. fruits and fruit cordials by 
the Services (NAAFI) have also exer- 
cised pressure on this side of the 
market. 


Imports from Hard Currency 
Countries 


The criteria applied to imports from 
hard currency sources have _ been 
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essentiality and pre-war trade, and 
fmporters have thus far received 
generous treatment, especially in view 
of Malaya’s position as an earner of 
hard currencies through the produc- 
tion of rubber and tin. Imports from 
the U.S.A. have indeed been in excess 
of permits granted for direct import, 
as a result of a. more liberal “dollar 
policy” in Hong Kong, and re-exports 
thence to Malaya, The dollar crisis in 
England has, however, caused the 
whole policy of imports to be reviewed 
and all outstanding import permits 
have been recalled for scrutiny. 
Whilst a new policy of permitted im- 
ports from hard currency countries 
has not yet been finalised, there will 
be drastic cuts in the volume and 
range of commodities from those 
countries, and an opportunity to in- 
crease supplies from within the ster- 
ling area, 


Imports from South Africa 


Australia has become the chief sup- 
plier to Malaya of a very wide range 
of consumer goods. The increase in 
her trade lies in the fact that she has 


COCOANUT OIL 


Imports Exports 
Quan- Value Quan- Value 
Countries tity tity 
Piculs $ Piculs $ 
Malaya 21678 2833604 — _ 
N. Borneo 633 88230 — — 
Br. Emp. 252 25200 — —_— 
Belgium — — 1680 235000 
N. China — — 416 55263 
M. China — — 9 1200 
Macao 5 780 64 8345 
Siam 5775 748550 _ 


2317 303454 


Switzerland — — 
U.S.A. — — 19740 2451880 
Total 28343 3696364 24226 3055142 


PEANUT OIL 


Imports 
Quan- Value 
Countries tity 
Piculs $ 
Malaya 840 120095 
Siam 942 173952 
Total 1782 294047 


No Exports recorded. 


TEA SEED OIL 


Imports Exports 
Quan- Value Quan- Value 
Countries tity tity 
Piculs $ Piculs $ 
‘Belgium — — 336 50400 
S: China 2601 387663 — — 
Italy = — 840 125000 
U.S.A. a — 3919 513550 
Total 688950 


387663 5095 


WOOD OIL (in drums) 


Imports Exports 
Quan- Value Quan- Value 
Countries tity tity 
Piculs $ Piculs $ 
U.K. — — 3191 468025 
Australia — — 3657 561592 
Canada — — 237 35155 
India — — 336 49056 
Malaya —- — 43 6450 
S. Africa —_ — 252 38556 
Belgium — — 17 2668 
N. China 403 57290 —_ — 
S. China 21738 2240422 — — 
Holland — — 840 126000 
Norway — — 588 88100 
Siam — —_ 17 2580 
Sweden — — 168 28640 
U.S.A. -— — 1160 176822 
Total 22141 2297712 10506 1583644 
WOOD OIL (in bulk) 
Imports Exports 
Quan- Value Quan- Value 
Countries tity tity 
Piculs $ Piculs $ 
N. China 3976 431491 — —- 
S. China 252 24000 — -— 
U.S.A. — — 23207 2951235 
Total 3328 455491 23207 2951235 


Linseed Oil: imports 118 piculs 
valued $19,112, exports 201 piculs for 
$34,487. Most exports to Indochina, 
most imports from India. 


Sesamum Oil: There were only ex- 
ports of 44 piculs valued $10,763. 
Mostly shipped to U.S. (21 piculs) and 
Malaya (10 piculs). 


Soya Bean Oil: imports from 
Macao 21 piculs for $2,730, and exports 
also to Macao 12 piculs for $1,200. 


OTHER OILS FROM SEEDS, 
NUTS & KERNELS 


(mostly. Rapeseed Oil) 


Imports . Exports 
Quan- Value Quan- Value: 
Countries tity tity 
Piculs $ Piculs $ 
UK — — 9072 1179360: 
Australia — — © 84 13272 
Malaya 379 45201 — -- 
N. China 6 1071 — — 
S. China 16002 2048499 — — 
Macao 3194 304626 — — 
Switzerland — — 8400 1005000 
U.S.A. 29 2400 — _— 
Others — — 10639 1357080 
Total 19610 2401797 28195 3554712 
BRISTLES 
Imports Exports 
Quan- Value Quan-. Value 
Countries tity tity 
Piculs $ Piculs $ 
U.K. — — 50 27810 
S. China 460 297413 as — 
France — — 22 44300 
Holland — — 50 45000: 
Macao 6 2100 = -— 
U.S.A, — — 194 213329 
Total 466 299513 316 330439 


CRUDE RUBBER AND 
RUBBER SUBSTITUTES 


Imports Exports 
Quan- Value Quan- Value 
Countries tity ~ tity 
Piculss_$ Piculs $ 
Malaya 3768 410022 — — 
N. Borneo 98. 5300 —_— _ 
N. China — — 1028 106879 
S. China — — 285 12400 
Total 3866 415322 1313 119279 
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been the designated source for many 


articles under internayjional control, 
and that shipping facilities enableu 
Australian exporters to exploit the 


Malayan market very soon, ~ afte: 
liberation. Unfortunately, many  ex- 
porters had no lasting interest in this 
market, and shipped goods which, 
while they could be sold in the period 
immediately following liberation, were 
of poor quality: These unfortunate 
shipments have had some _ adverse 
effect on the demand for all: kinds of 
Australian consumer goods, but Aus- 
tralia nevertheless continues to supply 
products over’ a wider range and in 
greater volume than before the war. 


Imports from South Africa were 
negligible during 1946, and continued 
so during the first three months of 
1947. Their improvement since then 
is due to two factors—the resumption 
of direct shipping between the Union 
and the Far East, and the re-establish- 
ment of the Union Trade Commis- 
siorer’s Office in Singapore. Since 
March, 1947, «ach month has shown 
increased arrivals of South African 
gocds—at least on the part of those 
manufacturers who realise ithe im- 
portance of maintaining supplies on 
the Malayan jmarket. But there are 
also pre-war exporters who do not seem 
te realise the importance of making 
regular shipments even if they cannot 
meet in full the demands from Malaya. 
There are significant gaps in to-day’s 
exports from the Union; on the other 
hand, new suppliers have appeared for 
goods of types not previously on this 
market. It is appropriate to 
once more that Union exporters should 
look to the day when the world will 
no longer be a seller’s market, and 
when export markets will have to be 
actively sought if factories are to run 
at optimum capacity. To-day the 
Ynion’s reputation as a supplier of 
quality goods is unblemished, and 
goods of the type previously supplied 
are being eagerly sought. Such 
limited quantities of jams, canned 
fruits, fruit juices and dried fruit as 
made their appearance, are imme- 
diately sold; one South African brandy 
leads all others in Malaya, and sherry 
and other wines from the same _ sup- 
plier command a healthy market. 
Shipments of fresh oranges from the 
Union totalled 1,000 long tons in three 
‘ships which arrived within thirty days 
—and the market could absorb another 
1,000 tons per month, whereas in 1940 
it took only 298 tons of all kinds of 
South African fresh. fruit over 12 
months. The Union is Malaya’s big- 
gest supplier of calcium carbide; 
exports of leather and_ tanning 
materials are increasing; oxides and 
ochres are arriving regularly; one 
manufacturer’s footwear is featured in 
the leading shops of Singapore and the 
Malayan Union. But it has also to be 
recorded that some jams and canned 
fruits are selling despite poor labelling 
—which cannot last in a selective mar- 
ket, however good the product; that 
no manufacturer is supplying “dealer- 
aids”; that only one supplier of liquor, 
and one of canned fruits and jams, 
have backed their products by any 


stress, 
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advertising; that would-be importers 
of pre-war lines—and of new products 
—complain that South African ex- 
perters do not accord them the 
courtesy of a reply, or else do not 
seem sufficiently interested to press 
for permission to make at least token 
shipments inorder to keep their 
wares on the market. In ll | these 
things South Africa lags 
her competitors. It should :not be 
forgotten that present circumstances 
also enhance Singapore’s importance as 
a centre for barter trade with many 
of the islands of Netherlands India, 
with Siam, and with Burma. Those 
who export to Singapore are, in prac- 
tice, finding markets over an appre- 
ciable portion of south-east Asia, and 
it is therefore all the more important 
that South African manufacturers who 
are genuinely interested in export- 
trade, should ensure that at least token 
shipments of both new and established 
goods are regularly sent to Malaya, 


SINGAPORE & MALAYA 
Area and Climate 


_Malaya ‘comprises the ‘Colony of 
Singapore (an island at the southern 
tip of the Malay Peninsula) and the 
Malayan Federation ‘(the Peninsula 
from Singapore northwards to the 
Siamese border, plus the jsland of 
Penang). The area of Malaya is ap- 
proximately 53,000 square miles, 


Singapore lies less than 2 degrees 
North of the Equator, and its climate 
varies very little during the year. 
Mean temperatures are of the order of 
90 degrees maximum and 74 degrees 
minimum. Humidity is high. Malaya 
is influenced by both monsoons, but 
wet and dry seasons are not clearly 
defined. Average annual rainfall is 
100 inches, but may be as high as 140 
inches. It is the combination of heat 
and humidity and the monotony of 
changeéiess seasons which makes the 
climate hard on humans and ahimals. 
Commodities suffer equally from the 
ravages of the climate. Confectionery 
and fresh and dried fruit will not keep 
for any length of time when once ex- 
posed; grains, meals an tobacco are 
very susceptible to attack by mildew 
and weevils, ‘ 


Communications 


Singapore ranks among the first six 
ports in the world for volume of traffic 
and diversity of cargo handled. 
Shipping in normal times shews the 
flags of all nations. The harbour is 
the matural concentration and redik- 
tribution point for the produce of the 
Far East as well as for imports from 
America, Australia, Europe and 
Africa. 


Penang in the north plays .an im- 
portant role as import centre for much 
of the goods destined for the main- 
land, and has an entrepot trade with 
Sumatra, Burma and Siam. Port 
Swettenham and Malacca are minor 
perts on the west coast. There is no 
harbour of importance on .the east 
coast. 


far behind. 
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Inland, Kuala Lumpur, 250 miles 
north of Singapore, is the centre of 
the rubber industry and the seat of 
Government of the Malayan: Federa- 
tion. Ipoh, 150 miles north of Kuala 
Lumpur, is the centre of the tin min- 
ing industry, 


There are some 4,000 miles of 
excellent metalled roads serving the 
west and east coasts from the south; 
1,200 miles of railway (of which the 
Japanese \removed 200 -niles on, the 
east coast);- an efficient inland post 
and telegraph service and a coastwise 
freight and passenger shipping line. 


Communications: with. the Union of 


South Africa comprise—Shipping.— 
K.P.M. Line: Passenger, freight and 
refrigerated cargo; Bank Lime: Pas- 
senger and _ freight—Air.—B.0O.A.C. 


and K.L.M. from ‘Malaya, connecting 
with air services at Cairo.—Airmail 
four times per week. Surface mail as 
opportunity offers—Cable and Wire- 


‘less service. 


Language 


English is used for all commercial 
correspondence, although the languages 
of the country include Malay, Tamil, 
and Chinese dialects. All European 
residents have a knowledge of Malay, 
the language used by servants and by 
retail dealers of all nationalities. 


Currency and Banking 


The Malayan dollar is backed by 
sterling at the rate of S.$60—£7. The 
value of one dollar is thus 2s. 4d., but 
for easy conversion to £ the relation- 
ship “$9 equals one guinea” is often 
heard. 


The three principal banks are British, 
but there are also American, Chinese, 
Indian and Dutch banks. The majority 
have upcountry branches and branches. 
or correspondents throughout: the Far 
East. They offer all normal banking 
facilities but it is often difficult to ob- 
tain up-to-date credit information. 
Bank reports are at present invariably 
meagre and non-committal and are 
usually based largely on whether or 
not the firm concerning whom enquiry 
is made, regularly honours drafts with- 
out pressure. 


Taxation and Public Finance 


The Malayan Union derives its re- 
venues. principally from export taxes 
on: rubber and tin, with taxes on other 
exports playing a minor role. The ma- 
jority of goods entering the Malayan 
Union are subject to Import Duties. 
Imperial preference is in operation. 
Singapore, which remains the chief im- 
porting centre for Malaya, levies import 
duties only on wines and spirits, tobac- 
co and petroleum products. Its main 
revenue in the pas! derived from the 
Government opium monopoly, and with 
its abolition revenue has_ suffered 
severely. Income Tax has been intro- 
duced into both Singapore and Maiaya 
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Population 


The present population of Malaya is 
estimated at 6,000,060 people, of which 
European and Eurasian civilians ac- 
count fer some 60,900, and Service per- 
sonnel for some 30,000. The balance of 
five million is almost equally composed 
of Malays, Chinese and South Indians. 

Political life was dormant in all 
Asian races before the war, but all 
groups are now most active, as militant 
Labour are demanding, and have ob- 
tained, a far larger share of each 
Malayan dollar for the worker than 
was the case in the past. There is no 
doubt that the worker’s standard of 
living will show a_ permanent better- 
ment and that Asians are now, and will 
continue to be, much bigger purchasers 
of all types of imported consumer goods 
than was the case in the past. 

Malays and Tamils form the bulk of 
agricultural labour and their success in 
obtaining better wages from the rubber, 
copra, oil-palm and other plantation 
industries means that less will be re- 
mitted to London, Sydney and New 
York in the form of dividends. Neither 
the Malay nor the Tamil is provident, 
so that increased earnings mean in- 
creased spending. The purchasing pow- 


er of Chinese traders and labourers 
varies considerably. The latter have 
also successfully demanded increased 


Wages and the Chinese as a group will 
continue to be the most important class 
for the purchase of imported goods. 

Illiteracy is still a problem amongst 
the Asian population though satisfac- 
tory progress is being made. The Chin- 
ese are the most sophisticated group 
and with a new generation of pur- 
chasers who reached maturity during 
the Japanese occupation, no longer 
show such passivity towards trade- 
publicity campaigns but more readily 
accept branded goods not previously 
enjoying a market. 

There are cultural and_ political 
cleavages between the Malays, Chinese 
and Indians, and distinctions of caste 
within each group, but there is nor- 
mally very little social or commercial 
friction. 


Economic Structure 


The prosperity of Malaya depends on 
the world’s demand for tin and rubber. 
When these are buoyant, imports in- 
crease. When they are sluggish, im- 
ports decline. 
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Of tin, the potential output is 100,000 
tons per annum. British investment in 
the industry is 60 per cent. of the total 
and Chinese 30 per cent. 


The rubber industry falls into two 
groups: estates (of more than 100 
acres) and small-holdings. Estates are, 
respectively, European, Chinese and 


Indian, with the first mentioned pre- 
dominating. Small-holdings are wholly 
Asian and principaliy Malay-owned. Of 
3% million acres under rubber, more 
than 2 million are owned by estates. 


A substantial volume of copra is pro- 
duced, and there is a varying output of 
paim oil, rattans, gambier, tapioca and 
other tropical produce. 


There is no secondary industry of 
any magnitude, but bricks, tiles, con- 
crete pipes and asbestos board ,are pro- 
duced to fill a proportion of local re- 
quirements. Small factories produce 
coconut oil, biscuits, rubber products, 
pewter, paint, cigarettes and matches. 
Their keynote is that they are small 
concerns, often run on a family basis, 
and are scattered units serving only a 
portion of their immediate area. Ma- 
laya will for a long time offer an excel- 
lent market for all manufactured pro- 
ducts. South African raw materials 
find entry for the paint manufacturing 
industry (ochres and oxides), concrete 
pipes and building boards (asbestos 
and vermiculite) and the leather indus- 
try (chrome tanning salts and wattle 
extract). 


Business Structure 


The channels of distributive trade 
are as follows:—(a) European mer- 
chant-house (usually old-established); 
(b) Chinese merchant-house (increasing 
in importance as smaller units than 
European houses); (c) Manufacturer’s 
Agent. 


European merchant houses are usu- 
ally old firms of excellent standing, do- 
ing a large volume of both import and 
export business. Many are also agents 
for large insurance companies and 
shipping lines. Main offices are usually 
in Singapore, with branches in Penang, 
Kuala Lumpur and Ipoh. Head offices 
are, in many cases, in London, Amster- 


dam, Paris or Stockholm. The head 
office frequently acts as purchasing 
centre and settles financial commit- 


ments, but it not the sole purchaser. In 
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the past these firms have been charac- 
terised by conservatism—they repre- 
sented large, well-known European or 
American manufacturers, and had a 
tendeney to concentrate only on firmly 
established lines of goods. ‘The war 
brought a radical change and European 
merchant houses are now shopping ac- 
tively for Dominion sources of supply. 


The growth of the Chinese merchant- 
house as direct importer is a natural 
development of old Chinese firms who 
have traded for years as wholesalers and 
are now able to enter directly into the 
import field. They are not yet as large 
as the European merchants, but there 
is no reason why they should not in 
time compe‘e fully with them or even 
supplant them. Their biggest successes 
will be in the importation oi fooc- 
stuffs and textiles. Their overheads are 
much smaller than those of their Euro- 
pean rivals and they sell at a smaller 
profit. 


Manufacturers’ agents are coming 
more into prominence. They were pre- 
viously few in number, but their im- 
portance is being recognised. They sell 
on commission to Chinese wholesalers, 
but since these do not usually have 
branches in other towns, the manufac- 
turer’s agent fills a gap by visits to 
various centres to solicit orders, and is 
in fact dealing with that class of mer- 
chant who is not yet himself sufficient- 
ly well organised to have’ established 
his own relationships abroad, but may 
soon be an independent importer. A 
knowledgeable agent also has a very 
good sense of the standing of the dis- 
tributors whose indents he accepts, 
which is important where business is 
normally done on a basis of payment 


against documents on arrival of 
steamer. 
Teehnical iines, where continuing 


skilled maintenance is necessary, ar 
best placed with European impor 
houses. Any transactions involving 
large credits are also at present best 
left with European merchant houses. 
Foodstuffs and liquors could be placed 
with either European or Chinese firms. 
A manufacturer’s agent is probably the 
best choice for any line requiring mis- 
sionary work, as he will be more en- 
thusiastic than the established mer- 
chant house, but is at a disadvantage 
in that he is not in a position to carry 
ready stocks. 
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OUTLOOK FOR INCREASED 
EXPORTS 


Indonesia’s exports are expected to 


approximate US$350 million this 
year, compared with US$125 m. last 
year. Rubber shipments of 250,000 


tons to the value of US$120 m,. will be 
exported in 1948 and 350,000 tons in 
1949, Tin production will most likely 
be 85 to 40 thousand tons valued at 
about US$80 m. or near the prewar 
production. This rate may be sur- 
passed by the end of the year. Petro- 
lewm production in 1948 will be about 
50 percent of prewar, palm oil about 
60,000 tons in 1948 and 200,000 in 
1949 and copra 250,000 tons in 1948 
or about 50 percent prewar production. 
Only about 5 percent of prewar white 
pepper output is available at present 
and there is little likelihood that pro- 
duction will be accelerated in the near 
future, However, black pepper  ship- 
ments this year will be 8,000 to 9,000 
tongs or about 50 percent the prewar 
volume and is expected to equal pre- 
war within three to five years. 


Indonesia can be paying its way 
within three years and within five 
years should be in a position to reduce 
her debt commitments. 


THE OVERSEAS TRADE OF INDO- 
NESIA 


Whilst the trade balance of Indone- 
sia, which before the war invariably 
RR SE RR SE TY 

All importers sell to Chinese (and a 
few Indian) wholesalers who effect dis- 
tribution to retailers. The* wholesale 


and retail business is practically wholly 
Chine:e.: 


Finance 


All suppliers are at present insisting 
on letter of credit being established in 
supplier’s country. Importers are seil- 
ing to wholesale distributors against 
cash and it is only where stocks are 
slow to move from retailers’ shelves 
that credit accounts are operative. This 
is in sharp contrast to the normal sys- 
tem where importers usually paid on 
arrival of carrying steamer, banks 
granted up to 90 days’ acceptance and 
credit accounts were the usual proce- 
cure all the way. 


Present procedure is dictated by the 
prevailing seller’s market throughout 
the world, but there is no reason why 
suppliers who have confidence in their 
importers should not revert: to the nor- 
mal procedure. 


“Mr. L. Francois Joubert visited 
Hongkong last year when he investi- 
gated conditions in the Colony with a 
view to extending business between 
that area of the Far East and Western 
Pacific which is served through Hong- 
kong and the Union of South Africa. 
In our issue of December 24, pp.709 /10, 
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INDIES 


showed an export surplus, the size of 
which varied markedly in relationship 
to the volume of trade and the price 
structure, the post-war position is: pre- 
cisely the opposite. 


(In millions of guilders) 


Export 
Period, Imports. Exports. surplus: plus 
Import 
surplus: minus 
1938. 478 657 plus 179 
1929. 472 746 Se CAB 
1940, 432 884 » 452 
O46 Serco eeeliin) 154 min. 23 
First 8 mths 
of 1947 448 224 3 228 
a oe 
EXTENSION OF MINING 


The growing importance of the min- 
ing industry for the Indonesian 
economy is proved by the fact that the 
value of the exports of mining pro- 
ducts, which amounted to only 17 per 
cent of the total export value in 1920, 
had increased to 2% percent by 1939. 
By weight they were 60 percent of the 
total export. In 1939 60,000 men were 
employed in the mining industry, 
while exports totalled f]. 226 million. 


The pre-war capacity of the tin 
mines was 50,000 tons. This industry 
incurred heavy damage. However, 


eight new tin-dredgers have already 
been built and as a result the ore pro- 
duction could be increased from about 
7,000 tons in 1946 to about 20,000 tons 
(value approx, fl. 90 million) in 1947, 
while for 1948 an output of 37,000 
tons is expected. It is hoped ‘to reach 
a production of 50,000 tons in 1950. 

Oil refineries in Indonesia were all 
heavily damaged. The oil of Sumatra 
and Borneo is especially important be- 
cause petrol. with a high octane num- 
ber, specially suited for aeroplanes, 
can be obtained from it. In 1940 no 
less than 596 million litres of petrol 
for aeroplanes was produced. 

A second valuable product is wax. 
In 1938 the wax production amounted 
to 100,000 tons, ie. about p0 percent 
of the world need. Immediately after 
the Japanese capitulation a start was 
made with the rehabilitation of the 
fields in Borneo!’ The output in 1947 
is estimated at 11 million litres, The 
Pladjoe refinery has been repaired 
so far that a plant with an annual 
capacity of 2,000 million litres] has 
been built. The production of the oil 
fields in South Sumatra and in Borneo 
is estimated at 1,400 million litres for 
1948. 

The supply of coal leaves much to be 
desired owing to a lack of materials. 
Near the Mahakan river in Borneo a 
new coal field has been brought into 
production. The output is still very 
small. The other mining industries 
are slowly recovering. 

Plans exist for the extension of 
nickel ore mining in Celebes. In 1940 
the production of nickel ore amounted 
to 57,000 tons. 
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ECONOMIC REPORTS 


Larger Production 
And Exports 


Since the end of last year the econo- 
mic position of Indonesia has 
ameliorated in a large degree, which 
is shown in an expansion of the busi- 
ness activity, of production and of 
exports, and the speeding up of trans- 
portation. 

The value of exports in January last 
of four principal products was as fol- 
lows: (in thousands of florins or 
guilders) :— 

Rubber 9,650; Copra 3,456; Palmoil 
742; Tin ore 5,453. 

Total sales including consignments, 
but exclusive of mineral oils, amount- 
ed in February to fl. 95 million of 


which fl. 61 m. represented tin and 
tin ore. (US$ 1.-=—fl. 2.65). 
Rice prices show a_ considerable 


downward trend, which is clearly in- 
dicated in the price of rice in Batavia, 
which dropped from fl. 2.- in January 
to fl. 1.05 per litre in the beginning 
of March. 

It goes without saying that the bet- 
ter supplies of rice and the drop in 
prices ate helping considerably to re- 
store more normal conditions. 


Western and Central Java 


The district around Krawang, which 
is one of the main producing centers 
of West Java, shows this year a com- 
pletely different picture than last year. 
At that time the population suffered 
from fear of bandit groups and des- 
truction, which caused all work on 
the fields to stop. This year the farmers 
ean till their lands again in peace and 
everywhere one sees great activity. 

The expectation of the rice crop is 
favourable. 

The well-known British Pamanoekan 
and Tjiasem Estates have already 
60,000 men in their employ which 
means a doubling of the number of 
workers since the beginning of this 
year. 

The activity of industry in general 
is also expanding on a_ considerable 
scale, which is stimulated by the lack 
of foreign exchange. 

The economic reconstruction of mid- 


Java is satisfactory; from the 35 
plantations which are situated in the 
mountain regions a further 5 have 


been able to be transferred again to 
their owners and from 15 sugar fac- 
tories, 5 have been given back to their 
proprietors for management. 

The position there makes it still 
necessary to have guards on the 
estates, but the number of workers is 
increasing daily and is now around 
12,000 persons. 


Progress in Sumatra 


In Semarang the first timber auc- 
tion will be held; an amount of 2,000 
cubic metres of teakwood will be of- 
fered for sale. 
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The situation in Padang, Sumatra’s 
West Coast, is improving; thanks to 
peace and order no land is lying idle 
and all areas are now under cultiva- 
tion. 

In the surroundings of Palembang 
conditions are also improving and the 
food situation can ‘be considered fa- 
vourable. 

Near Martapoera the production of 
coffee has restarted. 

Passenger transportation on _ the 
South Sumatra railway is increasing 
regularly. 

The general picture of Indonesia, as 
described above, shows a_ continual 
improvement in those parts, in which 
order has been restored. 


Return of High Production 
in Pengalengan 


A visit to the tea and  cinchona 
estates in the upland plain of Pen- 


galengan, some 25 miles South of 
Bandung, is a refreshing experience. 
Hard and enthusiastic work is being 


done there to get the damaged me- 
chinery of production going again. 


20,000 acres of tea and abt. 12,00) 
acres of cinchona gardens have grown 
out into forest, though colour and 
wood structure look very sound. 


Tea Gardens: 15% of the tea gar- 
dens were uprooted to make place for 
foodstuff cultivation and for extension 
of cinchona. Apart from the  time- 
devouring task of pruning the tea 
gardens left to “shoot up,” picking can 
now be started in a number of gar- 
dens that have continuously been in 
production. Banking on their regenera- 
tive powers the recovery of plantings 
heavily damaged by burning and fell- 
ing is anticipated. 


Cinchona Areas: The thinning out of 
the cinchona areas has been neglected 
since 1942 and the gardens have grown 
into one solid dark cinchona. forest. 
Thinning out has been taken in hand 
everywhere. A deficiency of drying 
capacity, however, limits bark pro- 
duction, a great number of drying in- 
stallations having been destroyed. 

Tea Factories: Out of the total num- 
ber of pre-war tea factories in the 
Pengalengan area, 6 were completely 
destroyed, 5 were very heavily damag- 
ed, while only 3. factories suffered 
little and can be put into operation at 
slight cost. 


The scorched and blown out modern 
factory buildings of Kertamanah, Ker- 
tasari, Sedep and Pasir Junghuhn pre- 
sent a depressing picture, which, in 
contrast, renders all the more im- 
pressive the energy now expended in 
efforts to reproduce tea factories from 
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the masses of seemingly inextricable 


ironwork. 


The slightly damaged Santosa factory 
came into operation again on 19 Feb- 
ruary 1948, With the remnants of the 
Malabar and Tanara factories an 
emergency factory was set up at 
Malabar. This emergency plant went 
into production 3 weeks ago and will 
develop a capacity of 1.3 m. lb. of dry 
tea yearly. 


The Pasir Malang, Purbasari, Sedep 
and Pasir Junghuhn factories will 
come into operation shortly, bringing 
the total capacity up to about 7.5 m. 
lb. of dry tea. This capacity will be 
adequate to process the combined 
estate and non-estate tea production 
up to the end of next year. By the 
end of 1949 Kertamanah and Kertasari 
factories will take their share in the 
production. 


Cinchona drying: Provisional drying 
plants have been built everywhere, 
while some damaged factories have 
partly come into operation again. 
Here, too, extremely limited equip- 
ment is being turned to the _ best 
advantage and a production of 4,5 m. 
lb. of dry bark is anticipated for this 
year. 


Industrial Planning 


Since 1933 the Government of In- 
donesia has carried out an in- 
dustrialisation policy along definite 
lines. As a result of this, industry ex- 


panded considerably in the period 
from 1930 to 1940. The number of 
persons employed in industry rose 


from 2.2. millions in 1930 to 2.8 mil- 
lions in 1940. The average number of 
employees of 2,544 undertakings was 
68, 


The heavy industries were mainly 
concentrated in Java, which brought 
about an increasing export of in- 
dustrial products from this island to 
the other islands. 


The post-war policy of the Govern- 
ment is aimed at the continuation of 
this development. The intention is to 
build up a balanced industrial machine 
satisfactorily founded in a few 
metallurgical and chemical industries, 
with reliance upon the resources pre- 
sent in the country itself. On this 
foundation light industries will be es- 
tablished with the aim of supplying 
the primary needs of the population. 


The metal industry however, suffered 
severely. Nearly 50% of its equipment 
was lost. Its restoration entailed the 
adoption of many measures. Produc. 
tion in 1946 can be estimated as having 
amounted to between 20% and 30% of 
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the pre-war level, and at present at 
about 1/3 of that level. The work of 
restoration may be considered as cost- 
ing about 300 M. guilders, 


Transportation Difficulties 


After the losses which Indian and 
Netherlands steamship companies with 
services to Indonesia suffered, the 
greatest shipping losses were of motor 
fishing vessels. There was setup mm 
OCctober 1945, the Netherlands-Indian 
Shipping Organisation, which succeeded 
in bringing shipping into operation 
again. As the situation has improved 
still further since then, this organisa- 
tion has been disbanded. 

The ocean-going fleet will soon be 
brought up to pre-war strength again. 
The development of the small coastal 
service in the Indian sphere of activity 
will be stimulated by the formation of 
Indian coastal service companies, name- 
ly, at Makassar and at Menado, whilst 
a similar undertaking in Ambon is 
already in a far advanced stage of 
formation, f 

Ags concerns the railways, it is possi- 
ble to estimate the losses caused by the 
carrying away to Siam and Malaya of 
materials by the Japanese, Only a 
small proportion of this has been re- 
covered. The Siamese Government will 
pay as recompense a sum of. £187,350. 

The . roads were almost __ totally 
neglected during the Japanese occupa- 
tion, and they are still in a very poor 
state of repair. Before the war about 
169 of the conveyance of goods was 
by motor transport. Besides this, there 
was a carriage of goods to a similar 
extent by means of animal traction. 
Nearly the whole of the motor-transport 
fleet was lost during the war. Its 
restoration proceeds very slowly. 


INDONESIAN EXPORTS DURING 
FEBRUARY: 


Among the commodities exported 
during February i948 are 16,550 tons 
of rubber, i4,861 tons of coprah and 
4,758 tons of tin ore, valued at 15% 
and 16 millions Guilders respectively. 


COPRAH 


Coprah-buying by the Coprah Fund 
during March 1948 amounted to about 
23,500 tons, which compares favour- 
ably with the buying-figures for the 
previous months, 


BAUXITE EXPORTS 


A shipment of about 8,000 tons of 
brauxite has been made to Japan last 
week. This is the first shipment of a 
total quantity of 100,000 tons contract- 
ed with Japan some time ago. Bauxite 
production has considerably improved 
during the current year. 


